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ARE YOUR SECURITIES 
THE BEST? 


Here Is a Practical Suggestion 


END us a list of your securities. 

Let us study the corporations they represent. 

We shall be glad to make suggestions for the exchange of such securi 
ties for others giving higher yield or greater safety, should such exchange 
appear desirable for your interests. 

And we will give our reasons for suggesting such an exchange, so that 
you can judge for yourself. 

Our opinions are unbiased and you may need them.. They cost you 
nothing. Write for them. 


COLTON, FALES & CO. 


(Members of New York Stock Exchange.) 


67 Exchange Place New York 
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THEODORE N. VAIL. 


The suggestion that the Government may decide to take over 
and operate the long distance telephone lines brings the able Pres- 
ident of the American Telephone & Telegtaph Co. once more into 
the lime-light. The wonderful success of his company is in large 
measure due to his far-sighted leadership. 
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Current Financial Opinion 
The Up-to-Date Thoughts of Wide-Awake Thinkers 


T is often said that the investor who 
wishes to predict the prices of stocks 
and bonds should begin by estimat- 

ing the future of the money market. If 
he did this he would have one advantage, 
at any rate, for the opinions of leading 
authorities are much more likely to be 
in substantial agreement as to future 
money rates than in regard to future 
prices of securities. 

Last July, for example, Mr. Mitchell, 
president of the Illinois Trust & Savings 
Bank, said that the worst was over in 
high money rates and that while the rest 
of the year would witness firm money, 
there would be no stringency. A num- 
ber of other leading bankers concurred 
in this opinion, and it has proved cor- 
rect down to date. 

At the present time, also, there seems 
to be a pretty general agreement among 
bankers about the prospects for money, 
to the general effect that firm rates will 
continue throughout 1913, with a prob- 
ability of easier conditions next year. 
Two of the biggest banks in the country 
present their views as follows: 

The Fourth National Bank, New York: 
The relatively comfortable position of the 
money market is in sharp contrast with con- 
ditions which were looked for earlier in the 
year during the period of real stringency 
when troublesome complications were expect- 
ed to develop about this time. The situation 


has been admirably handled, so that at the mo- 
ment there is no reason to look for acute 


stringency during the balance of the year. 
The prospects are, however, for a broad de- 
mand for money, with rates not far from 
those now prevailing for time loans and com- 
mercial paper. 

The National City Bank of Chicago: 
There has not been any unusual disturbance 
in the money market over the adjustment of 
the October 1 settlement, and it looks now 
as if there would be reasonably clear sailing, 
for the balance of the year. This does not 
mean that money rates will not rule firm, or 
that occasional periods of high money will 
not. be encountered. But bécause of the ex- 
cellent work that was done earlier in the year 
in impressing upon all borrowers the need 
of conservatism and of restricting new capi- 
tal applications to take in only actual require- 
ments, the general banking position is very 
much better than people in touch with the sit- 
uation of three months -ago thought it would 
be at this time. 

While business interests have in a measure 
prepared for tariff changes, it will take six 
months at least to test thé influence of the 
lowered duties in respect to their bearing 
upon general trade conditions in the United 
States. 

* * * 
A New Price Level 
for Copper Metal? ” 
SOME copper authoritiés are almost 
ready to say that the world must 
become accustomed to a new and higher 
price level for copper, as compared with 
recent years. This idea is based on the 
fact that supplies of copper are strictly 
limited, while the demand grows rapidly 
with the increasing use of electricity. 
No new copper mines of importance, 
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say these authorities, have been discov- 
ered for some years, and the supply has 
only been kept up to requirements by the 
application of new processes to the treat- 
ment of low grade, or porphyry ores. 
But. the porphyry ores lie close to the 
surface of the ground. The principal 
bodies of such ore have been known for 
decades. They are by no means new 
discoveries. 

Meantime the whole world has been 
raked over for new copper mines and 
none of an} importance are found. Cop- 
per is a natural monopoly. Hence we 
must accustom ourselves to a new and 
permanently higher plane of prices. 

The most prominent copper man in 
the world, perhaps, sums up the present 
situation : 

John D. Ryan, President of the Amal- 
gamated Copper Company: The copper sit- 
ation speaks for itself. It would be a good 
thirfg for everybody if consumption would let 
up a little, as there is no possibility of any 
increase in production for some time to come, 
but I see no indication of any falling off 
in consumption. It is plainly evident that 
copper is a scarce commodity just now. The 
consumption of metal in the first eight months 
of this year has been about ten per cent over 
the rate of consumption in 1912, while the in- 
crease in production has been at the rate of 
less than 6 per cent. During these eight 
months production was not affected by the 
strike in the Lake Superior district, as their 
smelters were running practically full during 
that time and the decrease on account of that 
strike will only begin to be felt from now on. 














THE EXPLANATION. 

Now that everyone else has given it up, 
Mr. Hi Costo Living and Mr. L. O. Wages 
explain their presence in song. From the Chi- 
cago Post. 


But the Kilkenny Cats 
Agreed As Well As 
the Steel Men. 


HEN we come to the steel situation, 
however, it seems to be anybody's 
guess, if leading steel men are entirely 
frank in expressing their opinions. It’s 
quite possible, of course, that some of 
them may have mental reservations 
when they talk with the reporters. What 
with the tariff revision pending, the 
suit against the Steel Trust, the prob- 
ability of further anti-trust legislation, 
and the activity of Steel common in the 
stock market, it would indeed be rather 
remarkable if some of the’ steel men 
didn’t have an “ulterior motive” in some 
of their interviews. 

Here is what Judge Gary, chairman of 
the U. S. Steel Corporation, had to say 
recently : 

E. H. Gary: I feel more hopeful in regard 
to the immediate future of this country than 
I have felt for a long time. I understand that 
the money value of this year’s crops will be 
about $9,000,000,000, and I do not think that 
any financial apprehension need be feared for 
a country that can produce out of the ground 
that amount of crop value annually, to say 
nothing of the mineral products. Reports 
which I have received of the earnings of the 
Steel Corporation and other steel companies 
here are very good, and tonnage reports are 
also pretty good. 

Charles M. Schwab, President of the 
Bethlehem Steel Corporation: Though Mr. 
Schwab said he expected to close a contract 
for the first ten vessels of his proposed ore 
fleet, with which to bring ore to the steel 
works from Chile, he could not help but feel 
pessimistic. Business was unsettled, even 
though his steel works were running night 
and day, and new orders were not coming 
in as fast as they should. He couldn't see 
how we were going to escape a return of the 
conditions which prevailed in 1893. The pres- 
ent, he said, reminded him of the period just 
preceding the panic of that year. 

* * 


An Older Man Points 
Out Mr. Schwab’s Errors. 


ROBABLY Charlie Schwab didn’t 
have a very broad grasp of econom- 

ic conditions in 1893, as that was near 
the beginning of his meteoric career and 
he was then negotiating some of the 
lower rounds of the ladder. “A man 
who has been in the steel business for 
thirty years,” and therefore passed 
through the discouraging period from 
1893 to 1897, is quoted by the Boston 
News Bureau to the effect that condi- 
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“COME, NOW, DON’T BE SILLY.” 
—Bowers in Newark News. 





tions now are not at all similar to what 
they were in 1893: 


“In that year,” said he, “the steel trade was 
over-extended. Manufacturers were doing a 
credit business on two, three and four months’ 
time, and this was responsible for the panicky 
conditions which followed. There is no over- 
extension at the moment and credit of the 
various steel companies is better than it ever 
was. They are well supplied with working 
capital and as a result of lower costs are in 
a better position to meet foreign competition 
under the Underwood tariff measure.” 

The People’s National Bank of Pitts- 
burg may be in a position to view the 
steel business from a more impartial and 
detached standpoint. In a recent circu- 
lar, it summarizes the situation thus: 

Conditions are sound, and the prospects are 
that the last quarter of the year will witness 
a volume of trade in this district fairly up to 
the average of previous quarters. Beyond 
1913 the vision df producers and distributers 
does not extend. They appreciate that the eco- 
nomic changes involved in the new tariff, 
banking, and currency legislation are unknown 
quantities, and that the financial problems of 
the railroads remain to be solved. 

* 


“Is Another Business 
Reaction Due?” 


the past history of the country a 
very large number of business men 


[N 


have been accustomed to think that the 


terms “tariff reduction” and “business 
reaction” were practically synonymous. 
Something new happens every day or 
two and it may be quite possible that 
this condition, if it ever existed, has been 


“5S 


outgrown by the progress of the coun- 
try, improved methods and more stable 
business conditions. 

Yet many of the men who have held 
those views are still alive and influential 
in business circles. Possibly some of the 
younger generation may dub them “old 
fogies’—and again, possibly the old 
fogies may know what they are talking 
about. The Financial Age, under the 
title quoted above, sums the matter up 
as follows: 


With the enactment of the Administration’s 
tariff bill, the question naturally arises, to 
what extent will this measure influence an- 
other reaction in general trade and industry? 
That some reaction is due there is abundant 
evidence at hand in the shape of statistics 
supplied by the country’s leading commercial 
agencies, the tenor of which would seem to 
show that a very large production of manu- 
factured goods is being maintained in the face 
of a very drastic shrinkage of orders. 

It would be contrary to all economic prece- 
dents in this country, if general business 
should continue for any length of time to ig- 
nore the potentialities underlying so impor- 
tant a measure of fiscal policy as the law just 
passed. How long this period of vacillation 
will endure there is, of course, no way of 
telling. 

For the present, at least, there appears to 
be no decrease in consumption of copper metal, 
but it is clear that this condition cannot con- 
tinue in the event of a falling off in industrial 
lines consuming large amounts of copper. 
The most important of these industrial lines 
is, of course, steel. Prices for steel products 
are off from $2 to $3 per ton from the recent 
high level, which means a heavy impairment in 
the earnings of steel manufacturers. It does not 
appear that any heavy buying of steel products 
has developed as a res*lt of the concessions 
offered. There has been a shrinkage in orders 
of from 25 to 50 per cent., as compared with 
the high level reached since the first of the 
year. Finally the market is being menaced 














SOME OF US ARE NOT BOTHERED. 
—From the Baltimore Sun. 
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by the large surplus of products which is be- 
ing built up abroad and which will inevitably 
seek an output outside of Europe. 

However, all trade authorities agree that 
present conditions in the world of business 
endeavor bear little similarity to those which 
obtained just prior to the late panic. For one 
thing, there is no over-extension apparent in 
manufacturing lines, and neither manufactur- 
ers nor merchants are doing ds much credit 
business on short maturities as they did al- 
most up to the day of the late cataclysm. 

* * * 


“Tariff Will Have Fair 
Trial.”——Pres. Wood. 
THE natural feeling of the tariff “re- 
formers” is that the great corpora- 
tions which have so largely benefited by 
the tariff in the past will now endeavor 
to discredit the new law, in order to en- 
courage a return to the policy of high 
protection. This, however, the corpora- 
tion managers couldn’t afford to do, 
either from the point of view of their 
own reputations or the profits of their 


companies; but it is true that their. 


prejudices might lead them to take an 
unduly pessimistic view of the situation 
and therefore to curtail their operations. 
One of them meets this point squarely: 
President Wood, of American Woolen 
Co.: I am a protectionist. But those hold- 
ing a different opinion now have control of 
the government. They have written a tariff 
law in accord with their views. It deserves a 
fair trial, and it certainly will have this from 
the American Woolen Co. No part of the 
great American market—the best market in 
the world—is going to be yielded to foreign 
manufacturers without resolute and deter- 
mined efforts to retain it. 
* . * 
New England Opinion 
At Sixes and Sevens. 


HE Yankees “down East” have never 
been noted for agreeing with each 
other any too harmoniously. Strong 
minds and strong opinions go together, 
they would doubtless reply. They are 
naturally more conservative than our 
Western friends, and the New Haven- 
Boston & Maine break-down hasn’t tend- 
ed to make them any more cheerful 
recently. 
These two opinions from Beantown 
are about as wide apart as they could 
comfortably get: 


The First National Bank of Boston: 
There is a tendency throughout most of the 
United States to ignore, for the time being, at 
least, such serious adverse factors as short 


OF WALL STREET. 


crops, scarcity of liquid capital, dwindling 
railroad net earnings and disturbing legisla- 
tion. In New England, although the improve- 
ment in sentiment continues, there remains a 
feeling of great conservatism. There is still 
an almost entire absence of buying into the 
future beyond immediate requirements. 

Boston Commercial: A year of good aver- 
age crops, which will be sold for more than 
usually high prices; a satisfactory volume of 
general business, the approaching termination 
of a tariff reform campaign, which has hung 
like a cloud over the situation for the past 10 
months; the increasing assurance that there 
will be no stringency in the money market this 
fall and the pending enactment of a currency 
measure, the tendency of which will be, if 
anything, towards slight inflation, constitute 
a combination of factors which promise larger 
industrial and financitl activities and increas- 
ing promeray in the year to come. 

Allover the world new business ventures 
have been held up for several months past 
by prevailing high rates for money and by the 
timidity of investors. The restoration of con- 
fidence is coming slowly and encountering 
many obstacles; but it is coming just the same 

* * * 


What Will the Short 
Crops Do to Us? 


THE crops are a mighty important 

factor in sizing up the business sit- 
uation, and this year they are about 10 
per cent. below normz:. That isn’t a 
disaster, certainly, but it is at least a mis- 
fortune. It is bound to have an effect 
on business this year. If prices are low, 
the farmer will suffer, and if prices go 














ABOUT TO-BE STUNG. 

The country at‘ large seems to be getting a 
lot of satisfaction out of the belief that Wall 
Street will be damaged by the Currency Bill. 
The above is the St. Louis Post-Dispatch’s idea 
of the situation. 
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up enough to compensate the farmer for 
his small yields, consumers will suffer. 

American National Bank of San Fran- 
cisco: Taking into consideration all the 
products of the farm, it appears that drouth 
and other unfavorable weather conditions dur- 
ing the year have deprived the American pub- 
lic of wealth to the amount of more than half 
a billion dollars. A certain result of this con- 
dition, one, in fact, which already is evident, 
is an advance in the cost of living. Short 
crops in corn, hay and cotton are quite sure 
to cause higher prices for foodstuffs and cot- 
ton garments. This adds appreciably to the 
burden of the salaried man and wage-earner 
and paves the way for political and industrial 
discontent. 

Financial conditions are a trifle easier, al- 
though large borrowers for commercial pur- 
poses still find some difficulty in obtaining 
what they require. 

James H. Brookmire: We believe a period 
of readjustment must be experienced before 
business can again show an expanding tend- 
ency. Probably this period of readjustment 
will be comparatively brief, owing to the fact 
that business has pursued a conservative pol- 
icy for several years past. We cannot have 
a combination of easy money and good crops 
before the summer of 1914 at the earliest, 
however, and meanwhile there is nothing in 
the outlook to warrant manufacturers in try- 
ing to force things; on the contrary, they 
should purchase materials only for immediate 
needs, and take advantage of the opportunity 
afforded to perfect efficiency in their working 
organization. 

* * * 


Bank Clearings 
Take a Jump. 


FoR the month of September the total 

bank clearings for the United States 
took a jump of 8.4 per cent. over Au- 
gust, an unusual increase. In October 
down to date of writing the clearings 
have continued good. This doesn’t look 
like that business depression which has 
been so generally predicted. However, 
the August clearings were close to the 
bottom level for three years, so there 
was room for improvement. 

The September clearings have never 
been exceeded in any September except 
September, 1909—but of course the 
clearings ought to grow a little from 
year to year with increasing population 
and bigger business. 

Current business conditions are ‘thus 
summarized : 

Bradstreet’s: Cross currents in trade mat- 
ters are noticeable. Distributive trade senti- 
ment is optimistic; demand for prompt ship- 
ment of textiles is a pronounced feature of a 
scantily supplied market; buying of staple ar- 
ticles is liberal; collections continue to mend: 


President Wilson is trying to persuade the 
Democratic donkey past a perilous position.— 
Duluth News-Tribune. 





demand for money for mercantile purposes is 
good; and car shortages are in prospect. Yet 
it is probable that trade is a shade less active 
than last week, this being due to an intermin- 
gling of various factors. 

Marshall Field & Co.: Current shipments 
have continued in excess of those of the same 
period in 1912, and future sales are holding 
about even. Cash receipts are normal. Many 
of the retailers who have been in the market 
during the week report that their fall business 
is running ahead of a year ago. 


Will the Currency Bill 

Bull the Stock Market? 
ArMost everything has been pre- 
dicted as likely to happen if the 
Currency Bill is passed, from earth- 
quakes and two-headed calves to gold 
eagles rolling uphill. The avowed ob- 
ject of the sponsors of the bill is to pre- 
vent Wall Street from cornering all the 
country’s money—which represents the 
average politician’s conception of Wall 
Street’s present occupation—and discus- 
sion has hinged on the question whether 
the bill would really have the effect of 
diverting money from the Street or not. 
Roger W. Babson presents the rather 
novel idea that the bill would start a bull 
movement in bonds and _ high-grade 

stocks : 


I urge bankers to note that the effect of 
the new Currency Bill and the low interest 
rates of next year will be to promote a great 
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bull movement in bonds. Bankers and others 
who desire bonds should therefore now avoid 
short time notes and buy bonds. Moreover, 
many people consider conservative stocks in 
the same category as bonds, buying them for 
yield and hence, if the Currency Bill goes 
through, investment stocks will follow the 
bond market upward. 

One can’t help wondering what would 
happen if the subject were turned over 
to Mr. Babson and Byron Holt for set- 
tlement. The latter gives the poor bulls 
absolutely no comfort: 

Looking all of the facts in the face we con- 
tinue of the opinion that there can be no bull 
market either in this or in any other impor- 
tant country until liquidation has gone much 
further and until another crisis period, similar 
to that of 1873 or 1893, has been passed. With 
credits over-extended; with extravagance 
widespread; with radicalism rampant; with 
labor discontented; and with unrest every- 
where, we see no escape from serious political 
and financial trouble. Some big failure in 
some part of the world may precipitate a crisis 


at any time. 
* * * 


Why So Much Fuss About 
the Bank of England’s 
Discount Rate? 

THE bankers of the world always keep 


a weather eye on the London money 
rate, and this year they have watched 
that rate more carefully than usual be- 
cause of the Balkan War and the general 
scarcity of capital abroad. It will be 
remembered that Irving Fisher, in pre- 
dicting an early industrial crisis some 
little time ago (which, by the way, has 
failed to put in an appearance on sched- 
ule time), said that it would probably 
start in Europe. At any rate, America 
has watched Europe with more than 
usual interest this year. 

The New York Sun explains very 
clearly the importance of the Bank of 
England rate: 

There is no better index of world conditions 
than that which the Bank of England’s dis- 
count rate customarily affords. The world’s 
money market has its leading center at Lon- 
don and all the economic forces operative 
throughout the world are reflected in the state 
of maney at the capital of the British Empire. 
Practically speaking, the state of affairs in the 
United Kingdom is the least factor in deter- 
mining the price of money at London. Dis- 
count rates at Berlin and at Paris, like interest 
rates in Wall Street, are provincial figures 
comeeret with London discounts and respond 
chiefly to home influences. 

What the London money market measures 
is anything and everything that takes place 
wherever civilization has extended trade or 
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trade has extended civilization. It measures 
both the disturbance of the currents of com- 
merce from any cause, political or otherwise, 
and their return to normal flow in customary 
channels. Its quotations are a gauge of na- 
tional and international soundness or wnsound- 
ness at the foundations of finance and a token 
of the strength or weakness of the industrial 
superstructure. 

Because of the increasing complication of the 
business expression, of social effort with its 
political expression, the London money market 
also translates political progress or the reverse 
into concrete terms of percentage, whether of 
pounds, dollars, marks or francs. This is be- 
cause the whole world is either permanently 
or temporarily, or both permanently and tem- 
porarily, in debt to London either part of the 
time or all the time. 

There is no other financial center which ap- 
proximates the barometric position of London, 
although every leading financial center to a 
greater or less degree performs a barometric 
function. 

* 


* * 
Is the Five Per Cent 
Rate a Danger Signal? 


NDER normal conditions, bankers 
consider that a 5 per cent. rate for 
the Bank of England is to be accepted 
as a signal that all is not as it should be 
in financial circles. The trouble is that 
normal conditions do not exist in the 
year of grace 1913. The general 
scramble for gold on the part of nearly 
all the big European banks is due far 
more to political than to ordinary busi- 
ness reasons. 





NOW WE'LL SEE— 
—From the Minneapolis Journal. 
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Broadly speaking, the bank rate is either a 
signal to all nations that storms are brewing 
or raging in the financial skies or that there 
is fair weather ahead. There are gradations 
of warnings or reassurance, but there can be 
no mistaking the fact that when the bank rate 
went to 5 per cent. last Thursday, returning to 
the level of a year ago after a six months in- 
terval of a half per cent. reduction, it was a 
token that the world’s conditions were not fa- 
vorable to expansive efforts in directions call- 
ing for any but the most conservative demands 
on capital and credit. 

It does not follow that the restoration of the 
bank rate to 5 per cent. furnishes ground for 
apprehension or alarm. On the contrary, the 
action of the bank, taken in connection with 
the careful handling of affairs at London and 
other centers of the money market in the last 
year, is a reason for assuming that financial 
control is still being wisely exercised only in 
the interest of preventing trouble and main- 
taining whatever advantage has been gained 
by that control since a year ago. Neverthe- 
less, notice is given that finance cannot af- 
ford to encourage just now the optimistic dis- 
positions which have manifested a tendency to 
assert themselves lately in various lands, in- 
cluding our own, on the theory that the 
restraints and reactions of the last year 
warranted early preparations for expansive 
endeavor. If anything, the 5 per cent. bank 


rate in London shows that despite the liquida- 
tions, contractions and restrictions of the 
last twelvemonth, the world, financially re- 
garded, is still just about where it-was a year 
ago, with the same necessity for guarding 
against the contingencies of disturbing acci- 
dent. 

We reproduce from the Anmnalist a 
diagram showing the Bank of England’s 
discount rate and ratio of reserve to 
liabilities for a series of years. It will 
be noted that reserves are not low, in 
spite of the high discount rate. 

* * * 
The Balkan Nations Go the 
Kilkenny Cats One Better. 


fF. there is anything more left of the 

Balkan nations than the tips of their 
tails, it will evidently be because the 
powers pull the combatants apart. And 
will the Powers do that? So far their! 
efforts have been confined to continual 
and not very successful bluffing. Thus 
the New York Financial Chronicle: 

The prospect in this new alignment of forces 


‘in the kaleidoscopic series of pictures in the 


Balkans, is altogether obscure. From one 


The Gyroscope of the World’s Money Market 


Above, the Bank of England’s Ratio of Reserve to Liabilities. Below, the Official Discount Rate. 
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A DIFFICULT ACT. 
Congress juggling with the tariff, the cur- 


rency, and the Mexican situation at the same ~ 


time—Duluth News-Tribune. 





point of view, the fact of exhaustion through 
the previous fighting might seem to stand in 
the way of further military demonstrations; 
yet predictions based on this presumption dur- 
ing recent months, on other occasions of the 
sort, has repeatedly been falsified by the event. 
On the other hand, it is possible to predict 
indefinite continuaunce of the fighting in the 
Balkans, degenerating, perhaps, into a series 
of raids by irregular troops upon one ancther 
and creating a situation of hopeless anarchy. 
The actual outcome may lie somewhere be- 
tween the two; but what seems to be at pres- 
ent clearly proved is that the neutral Powers 
are unable effectively to intervene or to con- 
trol the belligerents. Perhaps this abstention 
from the duties which civilization would ordi- 
narily impose upon the neutral States is the 
price of the harmonious diplomatic relations 
maintained between the larger Powers during 
the recent conflicts. 
* * 

“An Undertone of Uncer- 


tainty,” At Home and Abroad 


ICTOR MORAWETZ, who has 
recently been abroad, finds there 

“an undertone of uncertainty as to the 
future. This engenders a disinclination 
on. the part of capitalists to make long- 
time commitments and rather forces a 
desire to protect liquid resources.” As 
for conditions on this side he says that 
“The greatest deterrent to improved 
business. conditions here appears to be 


the uncertainty as to governmental ac- 
tion in regard to commerce and business, 
and especially toward our large corpo- 
rations.” 

A well-considered opinion, and un- 
doubtedly based on an intimate knowl- 
edge of the facts. But Oscar Straus, 
formerly United States ambassador to 
Turkey, took a more hopeful view of the 
foreign situation in a recent interview in 
Paris: 

Regarding the settlement effected by Turkey 
and the Balkan States, I can only state that in 
my judgment it will be permanent. 

I feel this is true, because the conditions 
under which the peace was arranged were com- 
pletely satisfactory to all the so-called great 
Powers. These Powers, if they wish, can abso- 
lutely control the situation in the Balkans. 

ft to their own devices, the Balkan States 
and Turkey would soon be at each other’s 


throats again, but I am confident the European 
Powers will, in future, prevent further hostili- 
ties, no matter how much Turkey and the Bal- 
kan States may wish to reopen them. 


“The Money 
Power Prepares.” 


HAT is the title under which Pear- 
son’s Magazine presents some very 
surprising discoveries in regard to the 
way in which panics are brought about: 
In 1893 the Bankers’ Association issued or- 
ders to banks to “carefully make a money 


stringency felt among your patrons, especially 
among influential business men.” 














WONDERFUL CONTROL. 
—McCutcheon in Chicago Tribune. 








Shortly before the panic of 1907 a similar 
letter was sent broadcast to the bankers of this 
country. 

Only recently another such letter has gone 
out. The money power is working in mystic 
ways, its wonders to perform. As it pulls the 
strings and rules the world, its puppets in 
Washington dance merrily, some a little slower 
than others, but they all dance as the money 
power wants them to. 

If such a letter as described had been 
sent out, it would be a matter of the 
highest importance to every citizen of 
the United States. That is why we com- 
ment on it here. 

There is no organization by the name 
of the “New York Bankers’ Associa- 
tion.” Probably Pearson’s refers to the 
Clearinghouse Association, the members 
of which, early in the present year, 
pretty generally warned their country 
correspondents that caution was neces- 
sary in extending credit if a severe finan- 
cial stringency was to be avoided. 

On this simple and necessary precau- 
tion Pearson’s has seen fit to place a 
sinister interpretation. 

. * * 
What Really Averted 
The “Panic of 1913.” 


[OUBILESS most of the readers of 

this magazine understand the ac- 
tion of the banks last spring in its true 
light, but the subject is explained so 
lucidly and so fairly by S. W. Strauss 
& Co. that what they say is well worth 
quoting : 

When a financial stringency starts, or seems 
to be approaching, what is the first thing that 
happens? The banks try to stop it. We have 
been passing through a period of tight money 
this year, which might have developed into 
something worse were it not for the action of 
the banks. Storm signals were visible in the 
financial sky as far back as November of last 
year. Gold was heavily exported to Europe, 
contracting our visible supply of money—and 
we should never lose sight of the fact that 
gold is the only real money in the world, under 
present conditions. A disastrous and destruc- 
tive war had commenced in Europe, and there 
was evidence of over-expansion in many na- 
tions. 

So the warning went out to the banks of the 
country from New York and Chicago to pro- 
ceed with caution, and to contract credit wher- 
ever possible. Liquidation was enforced every- 


where; speculation was frowned upon; credit, 
except for absolute necessities, was generally 
withheld; and the banks devoted every effort 
to building up their cash reserves in prepara- 
tion for the fall, when the harvesting of the 
crop brings a heavy annual strain on the na- 
By exercise of cau- 


tion’s financial centers. 
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tion, and by informal co-operation among the 
banks of the United States, we probably have 
passed over the period of tight money very 
well, without feeling any serious stringency. 

But do the banks get any credit from 
the public for their precautions? No, 
indeed. The old prejudice against the 
money lender still survives. They are 
accused of “conspiracy,” even by the 
Secretary of the Treasury himself. So 
it’s no wonder that sensation-seeking 
magazines re-echo the charge. 

x * 




















EUGENICS. 

Eugenic Society examines 
rome Currency Bill—Webster in New York 
Globe. 


The Bankers’ 


The Banks’ Case Against 

The Currency Bill. 
At the Boston convention of the 

American Bankers’ Association 

the case of the banks against the Cur- 
rency Bill was presented by A. Barton 
Hepburn, chairman of the bankers’ own 
Currency Commission. On this com- 
mission were a score of the leading bank- 
ers of the country, from all sections. The 
conclusions of the commission are well 
worth a careful reading: 

The bill in its present form imposes unwise 
hardships upon the banks, and equally unwise 
hardships upon the general public. The inter- 
ests of the bankers and commercial public are 
coincident ; no injury can be inflicted upon the 
one without the other also suffering. When 
business is active and prosperous, the banker 
shares in the benefit; when it, is languishing, 
he feels the ill effects. The chief function of 
the banker is to loan his capital and other re- 
sources to his customers, so that they may in- 
crease the activity and extent of their business. 
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Any withdrawal of the bank’s capital from 
these legitimate channels of trade not only 
entails a loss to the banker, but also to the 
business public. 

The banks are required to subscribe to the 
Federal reserve banks an amount equal to’ 20 
per cent. of their capital, one-half of which 
must be paid in at once, the other one-half be- 
ing subject to call. This is to be taken over 
and placed under the management of a corpo- 
ration in which the banks have not only a mi- 
nority representation, but a very limited voice 
indeed. In return for the capital thus appro- 
priated the banks receive a certificate, which 
cannot be sold, assigned or hypothecated, over 


which none of the usual rights of property can° 


be exercised. The banks are obliged to make 
this subscription, or be dissolved. 

Charters have ever been regarded in the na- 
ture of a contract, and it is doubtful if, under 
our constitution, Congress can take away the 
charter of a bank in this summary manner, not 
because the terms of the charter have been 
violated by the banks but because the bank 
management might refuse to make a coerced 
— such as the pending measure pro- 
vides. 

There is no provision whereby a bank which 
subscribes money to the capital of the Federal 
reserve bank can recover the same, except by 
liquidation, either voluntary or enforced. A 
bank is given a maximum return of 5 per cent. 
upon capital subscribed—if earned. If the 
government can appropriate one-tenth of a 
bank’s capital in the manner provided by this 
bill, they may appropriate one-tenth next year. 
and so on until the capital is all transferred to 
the Government bank. If they can fix the com- 
pensation at 5 per cent. this year they may 
make it 4 per cent. next year, and 3 per cent., 
2 per cent., 1 per cent. or ‘nothing—a very sim- 
ple and easy process whereby the entire capital 
of the banks may be transferred to the Gov- 
ernment. 

* * * 


Some National Banks 
Declare They Will Quit. 
F the situation is as bad as the commis- 
sion makes out in the above para- 
graphs, what can the banks do about it? 
They can do only one of two things— 
submit to government management in 
accordance with the bill, or give up their 
charters as national banks and operate 
as state banks. Some of them have re- 
peatedly declared that they will do the 
latter. For example, David R. Forgan, 
of Chicago, in an address to the Illinois 
Bankers’ Association, spoke as follows: 
There are forty-four State, and only thir- 
teen national banks in the Chicago clearing- 
house today, and by far the greater part of the 
commercial banking of the country is done by 
State banks. Why? Simply because State 
charters are freer and more liberal than na- 
tional charters. 
There are only two advantages enjoyed by 
national banks as compared to State banks— 


the holding of country banks’ reserves, and the 
issuance of currency. Both of these privileges 
are to be withdrawn by the new currency 
bill, and handed over to the new Federal re- 
serve banks. National banks will then be left 
with nothing but their commercial accounts, 
and they cannot compete in that line alone with 
the freer and more liberal State charters. 

They will, therefore, be forced to become 
State banks, and the national bank system will 
be reduced to trifling proportions, if not en- 
tirely destroyed. 














“NEVER MIND, OLD MAN, I MAY BE 
SAVING YOU AN AWFUL TUMMY- 
ACHE.” 

—From Minneapolis Journal. 


But Can the Banks Let Go 
of the Bull’s Tail? 


this matter of changing from na- 
tional to State charters, however, the 





[X 


banks are like the boy who had the bull 


by the tail and couldn’t let go. Their 
circulation is all based on government 
bonds, for which they paid-a very high 
price. No considerable amount of these 
bonds could be sold except at a heavy 
loss to the banks. In taking out a 
State charter, therefore, the bank 
would have to start by charging up 
this loss against its increase of busi- 
ness, if any, as a State bank. The 
United States Investor figures out the 
situation in this way: 

The threat has been repeatedly made in many 
circles that the national banks would not come 
into the system, but will withdraw and take out 
State charters. 

In the first place it is manifest that a bank 
in order to leave the system would have to 
either carry along its bands for 20 years with- 
out any adequate income from the funds tied 
up in these securities, or else would have to 
stand a very heavy loss, probably not less than 
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20 per cent. of their face value, upon the bonds 
thus held. 

Few banks would, as a business proposition, 
choose to incur any such sacrifice. It is out 
of the question for any large number of na- 
tional banks to leave the system. 

* * * 
Legislating to Outwit 
The “Money Czars.” 


WHILE the majority of students o1 

finance are quite ready to admit 
that currency reform is needed, and 
that on a broad and comprehensive 
scale, there are still a considerable 
number who disbelieve in all such 
schemes and think all that is needed is 
an amendment to present laws. This 
point of view is presented by H. P. 
Taylor & Co., of New York, in a 
thoughtful circular on the currency 
question: 

The Glass-Owen bill is a bill with an entirely 
commendable motive. That motive is to stop 
the vast accumulation of bank reserves at New 
York, to which they are sent from all parts of 
the country to be loaned out on call to specu- 
lators at the high rates which they can pay 
and which merchants and manufacturers can- 
not. This accumulation has deprived produc- 
tive industry of bank accommodation while 
promoting wild and disastrous speculative or- 
gies. Incidentally it has made a half dozen 
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CLEARING THE TRACK. 

This shows how they do it in Canada, ac- 
cording to the Montreal Star. The manufac- 
turer, merchant, broker and banker are work- 
ing together to clear the line for the “Prog- 
ress” express 





New York bankers the money czars of the 
country. 

The proper cure for this evil, against which 
business men have justly complained, is a sim- 
ple amendment to the national banking act re- 
ducing the percentage of their reserves 
which banks may deposit in other banks. 

It is to be regretted that the “mobilization” 
experiment is to be complicated with a new 
form of currency issue. Price inflation due to 
the cheapening of gold is already deranging 
markets and exciting serious social and politi- 

cal unrest. That further inflation should be 
thought desirable and that uncovered issues 
of notes should be devised for the purpose, is 
not complimentaty to the country’s reading of 
financial history. 
* 
The “Fade-away” As 
Applied to Dividends. 


EW investors realize how many 
dividends have been passed or re- 
duced during the current year. The 
list, as compiled by a leading invest- 
ment house, is given below. There 
have also been some increases, of 
course, but much fewer in number 
than the decreases. 


PASSED. 
Boston & Maine 
Big Four 
Natl. Ry. of Mexico 
’Friso 
Western Maryland 
Am. Beet Sugar 
Am. Writing Paper 
Am. Zinc, Lead & S. 
Int. Agric. Chemical 
Inter. Motor 
Nipe Bay 
Pope Mfg. 
Revere Sugar 
Rumely 
Union Bag & Paper 
Virginia-Caro Chem. 
Vulcan Detinning 

aa 


REDUCED. 
St. Louis S. W. 
Bangor & Aroostook 
Chesapeake & Ohio 
Illinois Central 
New Haven 
Penna. Steel 
Arlington Mills 
Calumet & Hecla 
Mohawk 
Osceola 
Quincy 


* 


Electric Trains New 
York to Philadelphia. 
Pe egeicd | a year ago the Pennsyl- 
vania Railroad announced that 
its main line would be electrified forty 
miles out from Philadelphia. Further 
steps in electrification have recently 
been taken, so that by the end of 1914 
it is planned to have half the trains 
running into the Broad Street station 
under electric power. 

The Industrial World announces: 

It is considered morally certain that the 
equipment to be used at the Philadelphia ter- 
minals will duplicate that used by the Penn- 
sylvania in the New York tunnels, since the 
ultimate intention is to run electric trains 
through from New York to Philadelphia. 











Speculation and Investment Under the New 
Banking Bill 


By H. PARKER WILLIS, Expert to Banking and Currency Committee, House of Representatives 








[Mr. Willis, through his study of the subject and his close association with the 
Banking and Currency Committee in the preparation of the bill, is perhaps the best 
qualified man in the United,States to discuss the practical working of the proposed law 
and its effects on the banking and investment situation. ] 


rency measure recently passed 

by the House of Representatives 
and now pending before the Senate 
Committee on Banking has already re- 
ceived an immense amount of analysis 
and discussion from divers authorities 
of various grades and of widely differ- 
ing interests. Singularly enough, how- 
ever, the measure has been given com- 
paratively little attention in its rela- 
tion to the broad subject of investment 
and speculation. Partly because it has 
not been thought wise by opponents to 
complain of its possible effect on spec- 
ulation and partly, it would seem, be- 
cause scientific students of that sub- 
ject have given but little attention to 
it, this phase of the bill has been al- 
most ignored. 

And yet it is probably true that noth- 
ing more profoundly affecting invest- 
ment and speculative conditions in the 
broadest sense has been proposed by 
Congress for a long time than the bill 
which is now before the Senate Com- 
mittee. This important significance 
does not, however, lie in any direct re- 
lationship to speculation or invest- 
ment. On those topics the bill has 
nothing to say. Its influence is found 
entirely in the fact that it is intended 
to, and will undoubtedly, accomplish 
a radical transformation of banking 
methods in the United States. While 
it is true that this change will not be 
produced at once, that the first phase 
of it will be spread over a three-year 
period, and that even after that time 
its full effects will not make them- 
selves manifest for a considerable time, 
it is probable that from the very begin- 
ning of the history of the measure, 


ie effect of the banking and cur- 


should it become law, it will prove a 
powerful if subtle alterative in the in- 
vestment and speculative field. 


EUROPEAN AND AMERICAN 
COMPARED. 


CONDITIONS 


There are two avenues through 
which the consequences thus referred 
to will be reached. One is the redistri- 
bution of bank reserves provided for in 
the bill; the other is the creation of a 
market for commercial paper. As is 
well known, European markets are de- 
pendent upon, and European banks are 
chiefly interested in, such paper. Their 
assets consist of it primarily, and it is 
the rate thereon that regulates the flow 
of gold into and out of such countries. 

In the United States the situation is 
quite different. The assets of the New 
York banks are founded upon stocks 
and bonds, and the flow of gold is reg- 
ulated by the call money rates far more. 
nearly than it is by the rate upon com- 
mercial paper. European banks hold 
their reserves in cash, American banks 
to a large extent count as reserve a 
mere credit on the books of a reserve 
city or central reserve city bank—in 
other words their reserves in large 
measure consist of the demand liabil- 
ities of other institutions. 

Under the new bill, if enacted, re- 
serves will no longer thus consist of 
claims upon other banks whose assets 
are largely titles either total or partial 
to stocks and bonds. The Glass bill re- 
quires that reserves shall be either held 
at home in cash in the vaults of the 
banks to which they belong, or else 
shall consist of balances with the new 
institutions, or “reserve banks,” as 
they are to be called, which are to be 
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created under the proposed measure. 
It is quite true that the credits on the 
books of the reserve banks which are 
to count as reserves of the member 
banks holding their stock may be ob- 
tained by rediscounting paper, but this 
paper is required to be strictly short- 
time commercial obligations. 

In other words, a very large volume 
of deposits which now represent either 
actual money drawn from the interior, 
credited to the bank depositing it and 
loaned by the bank which gets it upon 
stock and bond collateral; or else 
which represent discounts accorded by 
central reserve city banks to corres- 
pondent banks, sometimes upon the 
strength of stocks and bonds put up by 
them as collateral, will henceforward 
be either cash deposited by member or 
stockholder banks with the reserve 
banks and loanable by the latter only 
upon commercial paper, or else will be 
book credits obtained by rediscounting 
strictly commercial paper brought in 
by member banks as a basis for accom- 
modation and accepted by the reserve 
banks which rediscount it. 

The other avenue of change already 
referred to is found in the creation of a 
commercial paper market, as indicated. 
The bill recognizes the “acceptance” 
principle, by allowing national banks 
to accept paper growing out of trans- 
actions in international trade, and it 
also creates a situation that will im- 
mensely facilitate the flow of funds 
from one part of the country to an- 
other. It will be possible, therefore, 
for banks with spare cash in all parts 
of the country to use this cash in buy- 
ing paper originating elsewhere and 
suitable for rediscount. They may do 
this with the full assurance of getting 
their money back when they need it 
through the rediscount process, for 
they will be protected both as to the 
character of the paper they take and as 
to the market for it, while the means 
of testing and investigating it will, if 
the reserve banks work as they are ex- 
pected to, be very greatly simplified as 
compared with present conditions. 

The tendency of this change will 
therefore be to enable banks which 
have funds free and clear for invest- 
ment at any time to find a profitable 


use for them. Insofar as these banks 
today employ their spare funds of this 
kind either in short-time or call loans 
on stocks and bonds, or in the pur- 
chase of securities which can be used 
as a secondary reserve, the new bill 
will therefore tend to reduce the 
amount of funds likely to be available 
for loans upon, or purchases of such 
stocks and bonds. 

It will be observed in what has been 
said that there is nothing whatever to 
prevent banks from continuing to de- 
posit their funds just as they do at 
present with other banks in reserve 
cities. Indeed the new measure by re- 
ducing the reserve requirements of 
present law makes it possible for 
banks to comply with its reserve re- 
quirements and yet to maintain a very 
considerable part of their present de- 
posits with other banks just as they 
now do, without tying up or involving 
any more of their funds in the aggre- 
gate than they do at present. That 


they would for some time continue to 
do just this, maintaining their present 
deposits in a very large degree, there is 


no reason to doubt, and they would 
probably continue indefinitely thus to 
maintain the deposits unless the new 
bill, by fulfilling its purposes insens- 
ibly drew them away through the 
channels already described. 

There would, however, be nothing to 
prevent those who desired to use such 
funds for the purposes to which they 
are now applied from getting them in 
the same way that they now do, if they 
were willing to pay for them. This 
payment would have to be sufficiently 
high to induce the owners of the funds 
to continue devoting them to their 
present employment rather than to any 
other, and that fact raises the question 
whether the rates that are habitually 
paid for the use of money in carrying 
stocks and bonds in the United States 
are high enough to continue to attract 
the funds under the new system, and 
whether they are relatively higher than 
in other countries. 


WOULD RAISE CALL MONEY RATES. 


It is eminently probable that the 
rates now paid for call money by bor- 
rowers in New York City would not 
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prove to be high enough to attract an 
equal amount of funds under the al- 
tered conditions referred to. Call 
money rates in New York have long 
been extremely low. This subject was 
fully dealt with by the National Mone- 
tary Commission and has also been in- 
vestigated by the Comptroller of the 
Currency. 

The Comptroller in his last report 
showed a general call money range of 
from 2 to 6 per cent. in the latter 
months of the year, and of 2 to 5 per 
cent. during the first half of the year 
as arule. The general average was in 
the neighborhood of 2% per cent., al- 
though sometimes higher. At the 
same period time loans for sixty days 
were running from 3 to 4% per cent. 
with an average decidedly higher than 
that charged for call loans. 

The Monetary Commission shows in 
its compiled statistics that rates abroad 
are not subject to any such discrimina- 
tion as is thus indicated. Commercial 
paper of the best varieties is preferred. 

As is well known, the broker who 
loans to customers who are dealing 
with him on margin charges a rate of 
interest materially higher than that 
which he himself pays to banks, so 
that his business, if large, nets him a 
handsome profit on the difference be- 
tween the interest he pays and the in- 
terest he charges. He is able to get a 
low rate of interest from the banker 
because he stands ready to liquidate 
on demand, while the customer pays 
the same rate of interest he would 
probably have to pay at the bank, or 
perhaps a trifle more. 

It is doubtful whether the broker 
would be able to continue to draw 
profits from this source in the same 
measure that he now does. The 
chances are that his margin would be 
very materially narrowed, due to the 
changes in the rates of interest result- 
ing foe the operation of the new 
measure as already outlined. Were he 
to attempt to raise the rate charged to 
the customer he would cut off a certain 
amount of trading. Probably no very 
considerable advance of this kind 
could be effected. 

On this basis, therefore, it might be 
expected that stock operations would 


not be as profitable as they now are 
for the broker, while they would, in 
addition, be more or less circumscribed 
by the scarcity of funds, as compared 
with present conditions, available for 
them. But, as already stated, there 
would be nothing in the new measure 
to prevent anyone from getting the use 
of funds for speculative purposes if he 
were willing to pay the price necessary 
to draw them in. 

Thus far we have spoken almost ex- 
clusively of temporary speculative op- 
erations. The effect of the bill upon 
distinctly investment business is also 
worth consideration, although it is less 
easy to anaylze, and such an analysis 
can be made only in broad general 
terms. By providing a suitable com- 
mercial paper market, and thereby giv- 
ing banks the opportunity to use their 
spare funds economically and success- 
fully, one general effect of the measure 
would be to withdraw some bank funds 
which have heretofore been put into 
well-seasoned securities intended to 
form a kind of “secondary reserve.” 


The tendency of the bill would also be 
very strongly against the continuation 
of underwriting operations upon their 
present footing and by their present 


methods. This would be due to the 
fact that the banks would have much 
smaller quantities of idle funds for 
which a temporary employment was 
desirable, than they now have. 

But it is undoubtedly true that bank- 
ing would be much more economically 
carried on than ever before, since it 
would require a very much smaller 
amount of reserve cash to sustain with 
safety a given volume of bank loans. 
Almost from the very passage of the bill 
there would be set free a considerable 
amount of cash, which, if required, could 
be drawn upon for permanent invest- 
ment purposes, inasmuch as it would 
not be needed to sustain existing bank 
loans or transactions. This surplus 
fund would be available as its owners 
chose to use it for permanent invest- 
ment purposes, and might be so ap- 
plied. It would also be true that in fu- 
ture a less quantity of fluid funds 
would be needed to sustain a given 
unit of banking transactions; and that, 
out of say $1,000 of such funds now 
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required for the maintenance of bank 
loans under present conditions, only a 
proportion would be _ henceforward 
needed to sustain an equal amount of 
transactions, thereby leaving the dif- 
ference for direct permanent invest- 
ment. 


NO CONTRACTION OF LOANS, 


A question growing out of the bank- 
ing measure which is of consider- 
ably greater importance from the im- 
mediate direct standpoint of the in- 
vestor or stock operator than the 
broader and more remote questions re- 
lating to the banking bill, is whether 
or not the measure as now drafted 
would cause a “contraction” when put 
into operation. 

At present, banks in central reserve 
cities are obliged to hold 25 per cent. 
of demand liabilities in cash, while 


those in reserve cities must hold at 
least 12% per cent. in cash and 12% 
per cent. more, which may be balances 
with banks in central reserve cities; 
while country banks must hold 15 per 


cent. in all, of which 6 per cent. must 
be cash and 9 may be balances. Under 
the new bill the city banks of both 
classes must hold 18 per cent., of 
which 9 may be balances with one of 
the new Federal reserve banks, while 
9 must be in cash; and the country 
banks must hold 5 in cash and may 
hold 7 with a Federal reserve bank. 
Every bank, however, must have at 
least 5 per cent. of its required re- 
serves—of 12 or 18 per cent. as the 
case may be—as a balance with the 
Federal reserve bank of its district. 
To work out exactly how this 
changed requirement would operate is 
a matter of very great detail and con- 
siderable complexity. We may sum 
the matter up by saying that, if it be 
assumed that the new reserve require- 
ments are complied with by transfer- 
ring cash from existing banks to the 
reserve banks, the situation would re- 
quire about $116,000,000 more cash 
than at present. Beside this, there 
would be a demand for the capital of 
the new banks which would have to 
be paid up in cash and would be $100,- 
000,000, a total of $216,000,000. Offi- 
setting this theoretical shortage of 


cash, is the fact that under the new 
plan the government would deposit in 
the reserve banks probably $100,000,- 
000 in actual cash more than at 
present. 

On the other hand, it is of course a 
fact that existing bank balances in re- 
serve and central reserve cities have 
not been created by the depositing of 
actual cash but by the discounting of 
paper in many instances. If the cred- 
its with the new Federal reserve banks 
which existing banks are required to 
get were to be obtained by rediscount- 
ing, there might be a theoretical re- 
lease of cash amounting to $450,000,000 
which could be used by the existing 
banks as a basis for fresh loans. 

It is not likely that the reserve 
banks—which under the new plan will 
control the rate of discount—would 
permit any such expansion, but that 
there would be some expansion can- 
not be questioned. This expansion 
would relieve tension in other direc- 
tions and would of course mean easier 
conditions, not only for those who 
were borrowing for commercial pur- 
poses, but for those who were operat- 
ing on an investment or speculative 
basis. 

It can be stated with the greatest 
emphasis that there will be no con- 
traction, but -that on the contrary 
a very decided expansion, of bank loans, 
could and undoubtedly would be effected. 

This of course is a statement which 
applies to the period when the plan 
had fully gone into effect—a date de- 
ferred under the bill for three years. 
Exactly the same situation would ex- 
ist during the introductory period prior 
to the date when the measure became 
fully effective, except that it would be 
even more emphatically trie that no 
contraction would be at all likely to 
occur. 


WOULD NATIONAL BANKS WITHDRAW ? 


Of course all this is upon the as- 
sumption that the great bulk of the 
national banks would enter the system 
if the bill were to become law today. 
Of late there have been bankers and 
others who have predicted that, in the 
event of the enactment of the measure, 
a very considerable proportion of the 
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national banks would leave the system 
and by so doing would cause tre- 
mendous contraction through the re- 
tirement of their currency. 

This overlooks the circumstance that 
before a bank can leave the national 
system it must deposit lawful money 
with the Treasury to meet its out- 
standing liabilities. Under the new 
bill the Treasury is to re-deposit all 
funds in its possession with the new 
reserve banks. Unless absolutely all 
national banks, therefore, withdrew 
from the system there would be as much 
fluid cash available for banking purposes 
at every moment during the process of 
organization as at the beginning. 

he fact, moreover, is that the with- 
drawal of banks through the surren- 
der of their charters with a view to 
transferring into the state systems 
open to them would make it increas- 
ingly desirable, from the standpoint of 
profit, for other banks to continue 
members and to take up the shares in 
the Federal reserve banks. There is, 


indeed, no probability that any consid- 


erable number of banks would with- 
draw. Even if there were nothing in 
the points already advanced, the sac- 
rifice entailed upon banks by surrend- 
ering their circulation and withdraw- 
ing their bonds (which would then be 
unsalable except at a discount of some 25 
per cent. below par), would be so great 
as to put such action out of the question. 
Boards of directors would not sanction 
it; and even if they would, stockhold- 
ers would not tolerate any such sanc- 
tion by boards. 


SUMMARY. 


In summary, therefore, the adoption 
of the banking bill as now framed 
would tend to relieve such stringent 
conditions in the money market as to- 
day exist, would almost immediately 
cut rates of interest wherever they are 
now abnormally high, and would gen- 
erally ease the tone and position of the 
money market. Banks, able to forsee 
and discount the future, would guide 
their conduct in accordance with what 
they knew to be the prospects in re- 
gard to the use of reserve money, even 
before an actual change in conditions 
had been brought to pass. 

In the long run, when the measure 
had had time to produce its full effects, 
it would tend to lower rates on com- 
mercial paper and incidentally to raise 
those charged on call loans, bringing 
them more nearly to the relative level 
upon which they are found in foreign 
countries. 

It would tend to make speculation 
somewhat more expensive than at 
present, and might reduce the inter- 
mediate profits made by brokers on 
their interest accounts. But it would 
in no way prevent the making of bank 
loans upon collateral security of the 
present types, and in the event of ne- 
cessity it might even render possible 
the throwing of considerable sums in- 
to the stock market by enabling banks 
to obtain a ready rediscount of their 
commercial paper and thus to get cash 
which they could use, if necessary, in 
collateral loans. 
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Gold Production and Security Prices 


By JAMES H. BROOKMIRE 








N an article in THE MAGAZINE OF 
Watt Street in October, 1912, I 
discussed in detail the causes of the 

cycles of trade and finance which have 
occurred in the United States every few 
years. The violent “ups and downs” in 
banking reserves and security and com- 
modity prices attending these minor 
cycles entail such major consequences 
upon the fortunes of investors and busi- 
ness men and require so much of their 
attention that the trend of the major 
cycles is generally deemed of minor im- 
portance except among economists, who 
speculate academically in long range 
economic perspectives rather than in the 
immediate trend of the security and 
commodity markets. 

In 1913, however, as in almost any 
year of declining prices, we hear the 
question asked: Are we done with bull 
markets and prosperity booms? Are 
not wages and the cost of living on a 
permanently higher scale so that security 
values are permanently impaired? 

It is my purpose in this article to con- 
sider the tendencies in gold production 
and commodity and security prices for 
the past fifty years and present what 
conclusions seem justified regarding the 
probable influence which gold produc- 
tion may have upon security values in 
the near future. 

THEORY. 

During the past 2,000 years there 
have been eminent thinkers who have 
believed that any marked increase or de- 
crease in the supply of money would be 
followed by a consequent increase or de- 
crease in the general level of commodity 
prices. Against this thesis it is very 
frequently argued that the price of any 
commodity is so overwhelmingly de- 
pendent upon weather conditions, in case 
of agricultural products, or inventions 
and mechanical improvements, in case of 
manufactured products, that the influ- 
ence of the money supply is either nil 
or inconsequential, and can therefore be 
disregarded. 

The fact remains, however, that the 





great majority of business transactions 
are exchanges of merchandise for money 
or credit, and we will here assume what 
most economists now agree, that the 
long swings in the average level of 
prices have a distinct and ascertainable 
relation to the supply of money, and that 
the economic and social effects of price 
changes resulting from changes in the 
supply of gold are deserving of the most 
careful study. 
CHARTED FACTS, 


The accompanying chart shows two 
large bulges in gold production, the first 
becoming conspicuous about 1850 and 
the second about 1897. In each case the 
increase in gold production was followed 
by a marked upward movement in com- 
modity prices. The chart shows also 
that each rise in commodity prices is dis- 
counted by an advance in the stock mar- 
ket. The reasons for the rapid advance 
in security prices in each case is that 
when commodity prices begin to ad- 
vance, wages and interest rates remain 
stationary or advance more tardily than 
the prices of merchandise. Obviously, 
with wages stationary and interest rates 
adjusted upward ‘less rapidly than the 
selling prices of his product, the mer- 
chant or manufacturer is rewarded with 
a very handsome surplus available for 
dividends while prices continue to ad- 
vance. As business expands, however, 
there is an increasing demand for money, 
and interest rates soon begin to rise 
rapidly. Moreover, the vast army of 
laboring men who must buy the products 
of the manufacturer and merchant at the 
higher prices, must have an increase in 
wages, or accept a less amount of goods. 

The question here presents itself: Is 
it financially wise and morally right for 
corporation directors to increase stock 
dividends to the limit allowed by the sur- 
plus accruing during a period of rapidly 
rising prices, when a general increase in 
wages is inevitable later? 

Probably this question cannot be 


answered dogmatically one way or the 
other. 


On the one hand, it may be said 
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that since stockholders are 
the residuary claimants to 
corporate earnings, they, 
more than labor, are en- 
titled to increases in sur- 
plus earnings which are the 
result of far-sighted and 
efficient management just 
as they, more than labor, 
must sustain losses which 
are the result of short- 
sighted and inefficient man- 
agement. 

The state and federal 
governments do not under- 
take to reimburse, stock- 
holders for losses and 
should not prevent them 
from receiving a due re- 
ward for their foresight 
when an investment proves 
profitable. To the extent 
that increases in surplus 
earnings are due to the 
fact that selling prices have 
outrun wages and interest 
rates under the stimulus of 
an excessive increase in 
money, however, the ad- 
visability of appropriating 
such accumulations of sur- 
plus to stockholders is 
questionable, and the chart 
shows that extreme con- 
servatism in the matter of 
increasing dividends is de- 
manded if we are to arrive 
at a state of financial sta- 
bility such that investors in 
the United States can enter 
the stock market at most 
any time and buy securities 
based on properties of un- 
questioned intrinsic merit 
without being in danger of 
suffering abnormally large 
losses due to mistakes of 
corporate management. 

For instance, in 1898 a 
terrific bull market was 
initiated. Labor had just 
suffered a period of unem- 
ployment and was willing 
to accept work at low 
wages. Money. was plenti- 
ful. The advance in the 
stock market was largely 
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possible because the selling prices of 
commodities advanced more rapidly than 
wages and interest rates. 

In 1903 and 1907, however, the lag- 
gard interest rates increased rapidly and 
overtook and checked commodity prices, 
the result being a smash-up in the stock 
market in each case. During this period 
the wages of labor advanced moderately, 
because higher wages were offered by 
employers to get needed help. Gradu- 
ally, however, the increased cost of liv- 
ing, due to higher commodity prices, 
made itself felt, and labor, being effi- 
ciently organized, began to demand a 
larger and larger share of the proceeds 
of railroad and other corporate business. 

In 1910 railroad employees succeeded 
in obtaining a very large increase in 
wages, and in 1912 and 1913 have been 
demanding and obtaining more. Roads 
which have been wisely managed, i. e., 
have recognized the fact all along that 
there are “ups and downs” in business, 
and have accordingly turned back a large 
proportion of their surplus into mainte- 
nance, are now able to increase wages 
and still maintain dividends. The Penn- 
sylvania road has for fifty years devoted 
largely of its surplus to the upkeep of 
the road, although this policy has pro- 
voked much criticism from the share- 
holders of Pennsylvania stock in Eng- 
land, where it has been the custom for 
railroads to appropriate a larger propor- 
tion of surplus earnings to stockholders 
than has the Pennsylvania. The United 
States Steel Corporation, too, has recog- 
nized the fact that lean years follow 
good years and has made liberal appro- 
priations for the upkeep of plant, and 
during the current year has been able 
to announce an annual wage increase 
of $12,000,000 to its lowest class of 
laborers. 

Many corporations, however, which 
have appropriated too largely of their 
surplus to dividends, and too little to up- 
keep and wages, in order that their 
shares might appear more attractive to 
the rank and file of investors, now find it 
difficult to maintain dividends. Hence, 
although commodity prices from 1910 to 
1913 have been on the up-turn, security 
prices have continually shown a reaction- 
ary tendency. 


THE OUTLOOK. 


The question now arises: Will it be 
possible to maintain even the present 
rate of dividends and range of prices if 
wages are further advanced, or is it nec- 
essary that labor shall be pretty well 
liquidated before the stock market can 
enjoy another bull era? 

Those who believe that gold produc- 
tion will continue to increase steadily 
naturally maintain that commodity 
prices will also continue to increase, and 
industrial corporations will thus be com- 
pensated for wage increases by the in- 
crease in their selling prices. In the case 
of railroads, however, the increase in 
freight rates which should naturally fol- 
low an increase in gold production along 
with increases in wages and prices of 
materials used by the railroads, has been 
artificially checked since 1910 by the rul- 
ings of the Interstate Commerce Com- 
mission, and if gold production continues 
to increase in the near future as it has 
in the past decade, an increase in freight 
rates will probably be necessary if our 
railroads are to yield a reasonable return 
on the capital invested. In this connec- 
tion it may be mentioned that not only 
are railroad surpluses being impaired by 
increasing wages and prices of materials, 
but also by an abnormal increase in fixed 
charges resulting from the higher rate of 
interest which the roads are compelled to 
pay because their credit is impaired by 
the restraints imposed upon railroad 
management by various state and federal 
government bodies. 

On the other hand, if, as some claim, 
gold production is going to remain sta- 
tionary or decrease in the near future, 
with a consequent downward tendency in 
commodity prices, this would measur- 
ably ease the strain on the railroads, for 
it would reduce the cost of materials 
used and render wage increases less im- 
perative, so that the position of the mar- 
gin of surplus between expenses and 
revenues would be improved, even 
if freight rates should remain station- 
a 


ry. 
The dividends of industrial corpora- 


tions, however, would be adversely 
affected, for, with selling prices declin- 
ing, it would be necessary to check the 
present rising tendency of wages in 
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order to prevent impairment of surplus. 

Perhaps the wish of the managers of 
industrial corporations should be for 
gold production to increase rather than 
decrease, for it is easier to settle labor 
disputes by upward adjustments of 
wages than the contrary. The period 
preceding 1896 is an illustration of what 
labor difficulties arise when commodity 
prices show a general declining tend- 
ency, and no doubt the industrial and 
financial difficulties of the period were in 
some measure due to the fact that gold 
production failed to keep pace with the 
demand for money arising from the 
rapid expansion of business during the 
period. 

It is also probable that railroad man- 
agers would find it easier to obtain the 
freight rate increases from Commerce 
Commissions necessary to compensate 
for increased wages and other expenses 


in the event of further increases in gold 
production, than to depress wages if a 
steady decrease in gold production 
should necessitate such action in the 
interest of dividends. 

Whether gold production will increase 
or decrease in the immediate future is 
hazardous of prediction. About the 
most thorough analysis of the subject 
that has come to our notice is found in 
an article in the American Economic Re- 
view (September, 1912) by Prof. Irving 
Fisher, of Yale University. He thinks 
that at least a moderate increase in gold 
production can be expected during the 
next fifteen years. If this should prove 
true, industrial corporations could prob- 
ably maintain dividends in spite of wage 
increases, if the latter are not excessive; 
but railroads would have to obtain an in- 
crease in the selling price of transporta- 
tion. 








thousand years to come. 
supply diminishing. 


price of copper stocks. 





ADVANTAGES OF COPPER STOCKS 


OPPER, the metal, has been one of the foundation necessities of 
the world for ten thousand years. 
thousand years; it may have been used even longer. 


Barring miracles, it will be a foundation~ necessity for ten 
All the time consumption is increasing and 


Bear in mind you can’t grow copper. 
the earth is a pound less to be taken in the future. 


In poor times copper, the metal, drops and copper stocks drop, 
too; but copper, the metal, always goes up again, and with in the 


This has always been so and always will be so. 


We can trace it back ten 
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Probable Stock Exchange Legislation 


Summary of Pujo Committee’s Recommendations Regarding Stock 
Exchanges with Some Comments Thereon. 








[The report of the Pujo Committee probably foreshadows the legislation which will 
be attempted at the coming regular session of 


ongress. The conclusions of the Com- 


mittee are of great importance to investment markets and therefore to all investors.] 


SINCERE legislative inquiry 

A into the abuses or imperfec- 

tions of any branch of trade is 

worthy the respectful and thoughtful at- 
tention of all public-spirited citizens. 

For no line of business is free from 
dishonesty or reprehensible methods; 
and still less is there any line in which 
present methods could not be improved 
and made more conducive to the public 
benefit by careful study and co-opera- 
tion between legislators and the business 
men concerned. 

The work of the Pujo Committee was 
sincere and reasonably thorough. The 
methods of the inquiry were unusual, and 
the counsel of the committee showed a 
‘curious spirit of antagonism towards the 
stock exchange and everybody connected 
with it, This spirit is occasionally visible 
in the phraseology of the report. 

But that, after all, is an unimportant 
matter. The real questions are: What 
were the facts brought out by the in- 
quiry? Are the committee’s conclusions 
justified? Are its recommendations, if 
carried out in legislation, calculated to 
promote the public interest? 

It is to be borne in mind _ that the com- 
mittee was not appointed for the purpose 
of investigating and recording the public 
benefits derived from the business of the 
Stock Exchange, but for the purpose of 
pointing out the defects of present meth- 
ods and devising ways of remedying such 
defects. Therefore the general attitude 
of the report is necessarily and unavoid- 
ably one of criticism. 

Few will agree to the wisdom of all 
the legislation suggested; but in a gen- 
eral way the attitude of the committee as 
expressed in the report is sane and rea- 
sonable, and many of the committee’s 
criticisms are justified. 

The fact is recognized that our stock 
exchanges “are essential instrumentalities 





in the conduct of modern business and 
finance.” 

The committee expresses the belief that 
the suggested legislation would bring to 
the Stock Exchange “the dawn of a new 
era of prosperity for its members and of 
usefulness to the public”—which is cer- 
tainly a consummation devoutly to be 
wished. , 

The report states that a part of the 
business of the Stock Exchange “repre- 
sents wholesome speculation,” and in re- 
gard to short selling it says “we do not 
think that speculation for the fall any 
more than for the rise should be prohib- 
ited altogether’”—thus recognizing the 
legitimate economic functions of specula- 
tion and of short selling. 

METHOD OF ENFORCEMENT. 


The plan of the committee for enforc- 
ing the proposed regulations is to pro- 
hibit the use of interstate mails, tele- 
graph, or telephone by members of ex- 
changes not conforming to such regula- 
tions ; or to lay a prohibitive transfer tax 
on the dealings of such exchanges. Nu- 
merous court decisions are quoted tending 
to show the constitutionality of these 
methods of enforcement. 

The following paragraphs contain the 
important part of the committee’s “Con- 
clusions as to the Stock Exchanges” : 


The stock exchanges in our principal cities, 
and especially those in New York, Chicago, 
Philadelphia, Pittsburgh, and Boston, are 
essential instrumentalities in the conduct of 
modern business and finance. Their local 
habitation has little relation to their sphere 
of usefulness or to their capacity for evil 
if permitted to be utilized for illegitimate 
ends. The main inquiry on this subject has 
been into the operations of the New York 
Stock Exchange, which are probably greater 
in volume of transaction than all the others 
combined, but the conclusion reached as to 
that apply also to the others. 

The contention of the New York Stock Ex- 
change that it is not engaged in business 
and that its sole function is to supply a 

























meeting place where its members may deal 
with one another under prescribed rules is 
not borne out by the facts, as hereinabove 
stated. 

Its opportunities as an agency of corporate 
reform are almost endless, provided its own 
practices can be reformed so as to entitle 
it to exercise these broad powers. Instead 
of the investment business of the country 
abandoning the exchange, as is now and has 
been ‘to some extent the case for some time 
past, it will become necessary to the reputa- 
tion and salability of a security that it should 
be listed. The general public, which has 
grown to look upon the exchange with dis- 
trust because of the practices that have been 
permitted, will be given new confidence in 
it when it is under legal supervision. 

It has appeared that sales of stocks on 
the New York Stock Exchange average $15,- 
500,000,000 annually; that but a small part of 
these transactions is of an investment char- 


acter; that whilst another part represents 
wholesome speculation, a far greater part 
represents speculation indistinguishable in 


effect from wagering and more hurtful than 
lotteries or gambling at the race track or 
the roulette table because practiced on a vastly 
wider scale and withdrawing from productive 
industry vastly more capital; that as an ad- 
junct of such speculation quotations of securi- 
ties are manipulated without regard to real 
values and false appearances of demand or 
supply are created, and this not only without 
hindrance from, but with the approval of 
the authorities of the exchange, provided only 
the transactions are not purely fictitious. 

In other words, the facilities of the New 
York Stock Exchange are employed largely 
for transactions producing moral and economic 
waste and corruption; and it is fair to as- 
sume that in lesser and in varying degree 
this is true or may come to be true of other 
institutions throughout the country similarly 
organized and conducted. 

Your committee believes, therefore, that 
Congress has power unconditionally to pro- 
hibit the mails, the interstate telegraph and 
telephone, the national banks, and all other 
instrumentalities under its control, from being 
used in executing, negotiating, promoting, in- 
creasing or otherwise aiding transactions on 
such stock exchanges. 


SECTION 3.—CONDITIONS REQUIRED TO BE MET. 


Your committee, however, is of opinion that 
to a great extent the objectionable features 
of operations on stock exchanges would be 
eliminated if the following conditions were 
met: 

(a) Incorporation.—If such exchanges were 
to become bodies corporate of th: States or 
— in which they are respectively lo- 
cated. 

Whilst, of course, they can not now do 
anything contrary to law, nevertheless the 
State can not exercise in their case that com- 
prehensive control and close and summary 
supervision which it may exact of corporate 
bodies as a condition ~ | permitting them to 
exist at all. If such nae were required 
to incorporate, the State could write into their 
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charters provisions calculated to restrict them 
to legitimate purposes and suppress the abuses 
described; and by a system of examinations 
and penalties could enforce such provisions. 

‘lhe principal objection urged by the ex- 
change against incorporation is that it will in- 
terfere with its power of discipline over its 
members and thus lower the standard that 
has been reached and that can only be main- 
tained by an unquestioned final authority. Not 
wishing to criticize harshly, we are yet bound 
to say that we do not consider the standard 
attained by the exchange under freedom from 
governmental supervision to be of such char- 
acter as to constitute a valid reason against 
such supervision. 

But aside from that, no reason is perceived 
why any such result as suggested should fol- 
low from giving to an accused member whose 
reputation and entire business career and 
means of livelihood depend on the action of 
his co-members and competitors the manifest 
measure of justice of a review by an impartial 
authority. There is no danger that the courts 
will deal less severely or less effectually than 
has the exchange with the frauds practiced 
upon the public which it is the purpose of 
incorporation and regulation to prevent and 
punish. Thag would be difficult. Nor are they 
likely to regard manipulation with any less 
disfavor. 

{b) Publicity of affairs of corporations.— 
If such exchanges required corporations 
whose securities are listed by them to file be- 
fore the listing and thereafter at regular in- 
tervals, for public inspection, a verified state- 
ment showing item by item their assets and 
liabilities and income and expenses, and for 
what their capital stock has been issued, stat- 
ing how much for property and other consid- 
erations, with a description of such property 
and considerations and a statement of any 
commissions paid to promoters, brokers, mid- 
dlemen, or vendors; a verified copy or state- 
ment of any contract, whether in writing or 
parol, in any manner affecting the issue sought 
to be listed or relating to any interest therein 
of promoters, bankers, middlemen, or ven- 
dors; and a verified statement of any trans- 
actions, direct or indirect, between such cor- 
porations and their officers and directors. 

By such publicity misrepresentations of the 
value of securities and speculation promoted 
by intimations of “hidden assets” would be 
rendered more difficult, if not impossible. 

(c) Margin of 20 per cent—If they required 
that no orders to purchase the stock of any 
corporation shall be executed without a par- 
tial payment of not less than 20 per cent. of 
the price agreed to be paid therefor. 

Such a requirement would, obviously, curb 
speculation; the smaller the margin required 
the larger the number of shares that a given 
sum can purchase. 

(d) Manipulation—If they prohibit so far 
as possible the execution of simultaneous or 
substantially simultaneous orders proceeding 
from the same person or persons to buy and 
sell the same security for the purpose of creat- 
ing an appearance of activity therein, and any 
orders the purpose of which is to inflate or 
depress the price of any security. 
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Such a _ regulation, effectively enforced, 
would far toward abolishing the processes 
of manipulation. 

(e) Rehypothecation of securities—If they 
effectively prohibited members from pledging 
or hypothecating securities purchased and car- 
ried for the account of a customer for an 
amount greater than the unpaid portion of the 
purchase price, whether with or without the 
consent of such customer. 

Without consent, such practice is misappro- 
priation, and in any case, as we have seen, 
it seriously endangers the safety of the cus- 
tomer’s securities, making redemption in the 
event of the broker’s failure possible only, if 
at all, by payment of the full amount bor- 
rowed by the broker. 

This injurious result might be avoided if 
the broker were required to state on the loan 
envelope opposite each item of collateral the 
amount owing to him thereon, and were pro- 
hibited by law from borrowing and the banks 
from lending any larger amount. 

(f) Lending customers’ securities—If they 
effectively prohibited one member from lend- 
ing to another securities carried by the former 
for customers, whether with or without such 
customer’s consent. 

This practice likewise endangers the custo- 
mer’s securities. 

Furthermore, it facilitates short selling, and 
whilst we do not think that speculation for 
the fall any more than for the rise should be 
prohibited altogether, yet devices especially 
designed to. promote either should not be per- 
mitted, since the evil in all speculation is the 
abuse of it by carrying it beyond natural 
bounds. 

() Admissions to and removals from list. 
—lIi their charters stated the conditions on 
which issues of securities shall be admitted to 
or removed from the trading list and provided 
that in every case their action in this regard 
shall be subject to judicial review at the suit 
of the issuing corporation or any owner of 
the securities. 

This would prevent the use of the valuable 
privilege of “listing” as a club to coerce hold- 
ers into selling their securities and otherwise 
to manipulate the market. It would also pre- 
vent the manifest injustice to investors of de- 
priving them of their market and destroying 
the availability of their security for loans, 
which existed when they bought. 

(hk) Books of account—If such exchanges 
required members ‘to keep full and accurate 
books of account, showing the actual names 
and transactions of their customers and to 
give access thereto not only to officers of the 
exchange but to the appropriate State officers 
and the Postmaster General. 

Such a regulation would facilitate the de- 
tection of the objectionable practices sought 
to be eradicated. It is the only way in which 
detection can be assured. 

Your committee therefore recommends that 
the use of the instrumentalities under the con- 
trol of the Federal Government in aid of 
transactions on stock exchanges be prohibited 
by act of Congress only where such exchanges 


refuse to comply with the foregoing con- 
ditions. 

More specifically, such legislation should 
prohibit the transmission by the mails or by 
telegraph or telephone from one State to an- 
other of orders to buy or sell or quotations 
or other information concerning transactions 
on stock exchanges not complying with the 
conditions named. 

A bill embodying these recommendations 
accompanies this report. 

MINORITY REPORTS. 

The above are the recommendations of 
seven members of the committee, includ- 
ing the chairman. Three members dis- 
agree and submit a minority report, in 
which the following paragraphs deal 
with stock exchanges and clearinghouse 
associations : 

Evils existing in both stock exchanges and 
clearing-house associations could be corrected 
by the exchanges and associations themselves, 
if they were so inclined. They having failed 
and neglected to remedy the abuses existing 
in their conduct and operation, in our opinion 
it is the duty of each State in which these 
exchanges or associations are located to com- 
pel their incorporation and to regulate their 
management by appropriate legislation. Should 
the exchanges and the associations, as well 
as the various States, neglect this plain and 
imperative duty, then we believe that it is 
the duty of Congress to exercise any jurisdic- 
tion or power conferred upon the Federal 
Government by the Constitution to pass such 
restrictive and regulative legislation as may 
be necessary. This duty arises from the fact 
that these evils are not such as affect only 
the local communities in which they exist, 
but their results are as broad as the business 
interests of the country, and affect in their 
most intimate and important business rela- 
tions all the people thereof. 

While agreeing substantially with the 
majority upon many of the abuses to be 
corrected in the financial system, the stock 
exchanges and the clearing-house associations, 
the undersigned have doubts as to the wisdom 
of some of the remedies proposed by the 
majority to correct these abuses. 

One member of the committee, Mr. 
McMorran, dissents from both the above 
reports and believes the states should deal 
directly with stock exchanges within their 
borders, without federal legislation. Un- 
doubtedly a great many people will heart- 
ily agree with him when he says: 

While I believe that attention has been 
called in the course of this investigation to . 
grave deficiencies in our financial laws, I also 
believe that a sinister light has been thrown 
over many banking practices which was not 
justified by the facts, that no effort has been 
made to show the reasonable. and commend- 
able explanation of these practices, and that 
in many cases an impression has been given 
to the country as to the character and, motives 
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of leading bankers which is altogether unfair. 
COMMENTS, 


On the whole, we see nothing in the 
proposed legislation that is likely to 
seriously injure the legitimate functions 
of the stock exchanges. There are some 
recommendations on which the committee 
places great weight that seem to us rela- 
tively unimportant, and there are some 
which would cause brokers a good deal of 
annoyance by increasing their detail work 
and hedging them around with trouble- 
some limitations. On the other hand, 
there are some recommendations in the 
list which seem better than present meth- 
ods, and really deserving of praise. 

Taking up the “Conditions Required to 
Be Met” in order: 

(a) Incorporation. We very much 
doubt whether, in actual practice, the 
State would exercise any more control 
over an incorporated stock exchange than 
over one which is not incorporated. On 
the other hand, the argument that incor- 
poration would interfere with discipline 
does not impress us. Incorporation has 


never prevented effective discipline in the 


Chicago Board of Trade. We see no 
special advantage in incorporation, but it 
would do no great harm. 

(b) Publicity. An excellent provision. 
See no legitimate ground of criticism. 

(c) Margin of 20 per cent. Good, if 
initial margin is meant. If the 20 per 
cent. had to be kept good at all times, the 
provision would work some hardship. 
In fact, this would partly defeat the ap- 
parent object of the recommendation, as 
customers’ stocks would then have to be 
sold as soon as the margin was reduced 
to 20 per cent. 

(d) Manipulation. Purpose excellent, 
but cannot be “effectively enforced,” as 
every one familiar with stock exchange 
business knows. 

(e) Rehypothecation. Unimportant, 
and would cause a lot of trouble. The 
customer trading on margin could not 
take up his stocks by paying the amount 
owed on them in case_of broker’s failure 
unless the courts were to materially alter 
their previous rulings on this subject. 


(f) Lending customer's securities. 
This impresses us as a genuine reform. 
It would, of course, be unpopular with 
brokers because of the trouble it would 
involve and the interest they would lose. 

The buyer of stocks has a right to 
benefit by the effect of his purchases on 
the price. But if his own stocks are to 
be loaned to other brokers to serve as a 
means of assisting short sales, he may 
lose the immediate effect of his pur- 
chases, at least in part. 

It will be noted that the Committee 
does not aim to prevent short selling, but 
merely to make it impossible for the cus- 
tomer’s own stocks to be used against him 
in the market. Owners of stocks could 
lend them direct to brokers, if desired; 
or short sales could be made for delivery 
in 10, 20, or 30 days, and that without any 
change in the present rules of the Stock 
Exchange. 

(g) Admissions to and removals from 
the list. Unimportant, although the com- 
mittee seems much exercised over it. 
Would be likely to result in useless litiga- 
tion. 

(h) Books, of account. Do not see 
how customers can be prevented from 
opening accounts under fictitious names, 
or in the names of friends, relatives, or 
employees, if they choose to do so. This 
provision would be very unpleasant for 
brokers, unpopular with their customers, 
and we cannot see that it would greatly 
“facilitate the detection of the objection- 
able practices sought to be eradicated.” 
It savors too much of the “spy systems” 
employed by some foreign goverriments 
and is opposed to American ideas of indi- 
vidual freedom. Brokers’ books are al- 
ready open to the inspection of the Board 
of Governors, and it certainly seems to us 
that further inspections should be 
avoided, if possible. Inspection by State 
authorities would be especially objection- 
able, opening the way to unlimited graft. 

It is to be hoped that the committee’s 
recommendations may be thoroughly 
threshed over before any legislation is 
enacted, and winnowed of useless or ob- 
jectionable features. There would then 
remain several useful and desirable 
reforms. 











The Art of 
Interpreting Financial Conditions 


By G. C. SELDEN 








IV.—Effect of Commodity Prices on Business Failures. 


[In the last issue the announcement was made that the present installment of this 
series would — a simple and logical method which foreshadows changes in busi- 


ness activity. 


N the last article the fact was brought 
out that what we ordinarily call a 
business “boom” or a_ business 

“depression” is far more a matter of 
rising or falling prices for goods than 
it is a question of the actual quantities 
of goods exchanged in trade. 

From this it follows that the profits 
of business men are far more dependent, 
as a general rule, on the prices they are 
able to get for their products than on 
the quantity of those products which 
can be sold. 


This conclusion coincides with experi- 


ence. There are, it is true, many in- 
stances of individual firms or corpora- 
tions which make a conspicuous success 
of the plan of “small profits and large 
sales,” but this is an entirely different 
proposition from the one above laid 
down. These firms succeed by taking 
business away from their less progres- 
sive competitors, and by the increased 
business efficiency which results from 
handling a greater amount of business 
in a single organization, by being able to 
buy materials and supplies in large 
quantities, etc. 

When we come to consider the busi- 
ness of the country as a whole, the gains 
of these conspicuously successful firms 
are mostly offset by the losses of their 
competitors. We have to consider the 
results obtained by the typical business 
man, not those of the exceptionally 
successful. 

If the average business man will re- 
view in his mind the results he has ac- 
tually obtained during the last ten years, 
he will agree with the statement that his 
best profits have come in periods of fair 
activity and rising prices, rather than at 
times of a growing volume of sales with 
prices stationary. 


have, however, found it necessary to lead up to that me 
more article. The method referred to will be fully explained next month.—G. 


od by one 
Cc. S.] 


The business man, therefore, in esti- 
mating future results, needs to pay 
more attention to the general level of 
prices than to the total volume of trade, 
for two reasons: First, because the fluc- 
tuations of prices are much wider in 
proportion than are the changes in the 
volume of trade; and second, because 
rising prices are generally (though not 
always) accompanied by increased vol- 
ume of trade, and falling prices by 
diminished volume. 

This point requires further demon- 
stration before proceeding. It is the al- 
most universal custom to judge business 
conditions by bank clearings, imports 
and exports, or other statistics which in- 
clude both prices and the volume of 
business. If prices are the important 
factor in the combination, that fact 
needs to be proved in more than one 
way in order that the mind of the reader 
may be thoroughly convinced. 

BUSINESS FAILURES. 


There is one sure test of the profits or 
losses that business men in general are 
making, and that is the’ total liabilities 
of failures in the United States. These 
failures extend through all important 
branches of trade every month. In 
some months the amounts involved may 
be very small. At other times they have 
reached even as high as $100,000,000 in 
a single month. 

It requires no argument to prove that 
large failures extending through various 
branches of business show a condition 
of relative depression, and when failures 
are trifling in amount the general situa- 
tion is much more prosperous and the 
profits of business men, as a rule, larger. 

The total liabilities of failures are 
much more important than the number 
of failed firms. The failure of a small 
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retail grocer, for example, has only a 
very slight effect on business in general ; 
but a big bank failure may cripple hun- 
dreds or even thousands of its deposi- 
tors. The amount of money involved 
in failures each month is the better test. 

If we find that the liabilities of fail- 
ures tend to increase with falling prices 
and to decrease with rising prices, we 
are convinced that the change in the 
price-level is an important factor in bus- 
iness prosperity or depression. If we 
also find that the changes from month 
to month in failures correspond much 
more closely with the movements of 
commodity prices than with variations 
in the “True Volume of Business”—as 
explained in the last article—our esti- 
mate of the significance of commodity 
prices is further raised. 

In considering business failures, how- 
ever, we must bear in mind that the 
largest failures do not usually come in 
the middle of a period of business de- 
pression, but at the beginning of it. In 
1903, for example, the biggest failures 
naturally occurred during the small 
panic in October, but the real depression 
in business, as every one remembers, 
came during 1904. Likewise failures 
were enormous in the panic of 1907, but 
the principal part of the business de- 
pression was in 1908. 

Failures are the largest near the be- 
ginning of the depression, and when they 
get back to normal again the depression 
is over. 

PRICES AND FAILURES. 

We are now prepared to examine the 
course of failures, prices and the “True 
Volume of Business”—the last term 
being used to mean volume of business 
measured in quantities (bushels, pounds, 
tons, etc.), not in dollars. 

The upper lines on the diagram rep- 
resent the “True Volume” as explained 
thereon, while at the bottom of the 
graphic appear Bradstreet’s Index of 
Commodity Prices and the total Liabil- 
ities of Failures, plotted from _ the 
monthly figures. 

The “True Volume” lines are cor- 
rected to eliminate the merely seasonal 
deviations, so that any one month may 
be properly compared with any other 
month, regardless of the season of the 


year. 


The line of failures has been corrected 
in the same way. This is especially nec- 
essary because failures are very much 
larger around the beginning of the year 
than at other times. December failures 
average about 20 per cent. above nor- 
mal, and January failures show an ex- 
cess of 30 per cent. On the other hand, 
July and August failures run about 15 
per cent. below normal. In the diagram 
all these smaller variations are reduced 
to normal, so as to give a just basis for 
comparisons. 

Broadly speaking, periods of business 
prosperity were 1902 and the first half 
of 1903; 1905, 1906 and the first half of 
1907; 1909 and the first half of 1910; 
1912 and the first half of 1913. Periods 
of depression were the last half of 1903 
and the year 1904; last half of 1907 and 
the year 1908; last half of 1910 and the 
year 1911. In 1907 and 1908 the de- 
pression was rather severe. In the 
other two periods the depressions were 
comparatively slight. 

It will be at once seen from an in- 
spection of the graphic that failures 
tended to run above normal during the 
depressions and to fall to normal figures 
during prosperity. This is as expected. 
The particular point of interest just 
here is that failures have in every in- 
stance continued above normal while 
commodity prices were falling, and have 
dropped back to normal figures or below 
as soon as the tendency of commodity 
prices turned definitely upward. 


In this respect the correspondence be- 
tween failures and commodity prices has 
been much more marked than between 
failures and the “True Volume of Busi- 
ness.” “In 1906 and the first half of 
1907, for example—a time of great 
“prosperity,” in the sense in which busi- 
ness men use the word, and as evidenced 
by the small failures—the volume of 
business really showed a slight declining 
tendency ; but prices were rising rapidly, 
so everything went merrily on. 

In 1908 the volume of business was 
rising from the panic depression, and 
even the average for the year was equal 
to 1907; but commodity prices were 
falling, and failures continued large un- 
til October, when prices had begun to 
rise again. In 1910 and 1911 the vol- 
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ume of business increased while com- 
modity prices declined; and failures 
somewhat above the normal showed that 
business men were finding it “hard sled- 
ding” until commodity prices started up- 
ward in the middle of 1911. 

It is still rather early to draw conclu- 
sions from 1913, but there is certainly a 
remarkable correspondence between the 
sharp fall in commodity prices and the 
great rise in failures so far this year, 
while the “True Volume of Business” 
shows no important change down to the 
time this is written. 

It seems clear to me that all the evi- 
dence points to the superior importance 
of the level commodity prices as a mea- 


sure of business prosperity or depres- 
sion. I find no other figures or combina- 
tions of figures that so exactly and 
promptly reflect the increases or de- 
creases in the profits of business men. 
And this, as I have already pointed out, 
is the logical result of the fact that all 
business men must carry a stock of 
goods, in raw or manufactured form. 

Having endeavored to establish the 
correctness of this view of the subject, 
we will next proceed to show how busi- 
ness conditions are accurately fore- 
shadowed by the combination of this 
factor with one other important in- 
fluence. 

(To be continued.) 





The “Surprise Tests” of the Pennsylvania R. R. 
By GEORGE FLATOW. 


A CURIOUS piece of legislation was introduced in the New Jersey 


Legislature a short time ago. The bill provides that in cases where 
tests of apparatus are to be made, in the operation of trains, the railroad 


shall give previous notice in writing to the engineer! 


This would be like 


saying, “Mr. Engineer and Mr. Fireman, keep your eyes on the signals today, 
for I’m going to watch you.” The railroads very naturally protest that the 
passage of such a bill would jeopardize public safety. 

What prompted the introduction of this bill was, perhaps, the so-called 
system of “surprise tests,” of the Pennsylvania Railroad. This consists of 
setting signals unexpectedly and without warning for the purpose of 
testing the alertness of men in heeding signals. Last year that road con- 
ducted some 51,000 tests. In general, the men gave perfect performances, 
but out of the 51,000 tests there were 510 failures—one per cent.—everyone 
of which had in it possibilities of accident. The aim of the railroad is to 
make the men watchful, in order that the failures—and accident possibilities 
—may, in the interest of the public and the railroads, be reduced to a 
minimum. 

If the New Jersey bill should be passed, the railroads are afraid that 
this elementary and reasonable measure of efficiency and public protection, 
will be destroyed. 





The Plain Facts About Speculative Bonds 


What the Investor Gets When He Buys This Class of Security 
By FREDERICK LOWNHAUPT 


FLOOD -of advice has gone 
broadcast over the country 
during the past few months 

telling investors that the time to buy 
bonds has come. It has been repeatedly 
shown by tables and charts that prices 
were low compared with other times 
and that because of this fact a high 
income could be secured. 

The fact that the larger public has 
been out of the stock market for a long 
time and seems more susceptible to in- 
vestment advice has been the oppor- 
tunity and the occasion for all this. 
So definite has been the trend of this 
kind of advice that some investors 
may have been led to believe that the 
bond list from top to bottom is a sheaf 
_ of investment opportunities that can- 
not be neglected. So much has been 
said on this point that it may easily 
have been forgotten for the time being 
that the same old rules apply in buying 
bonds or other investments now as at 
any other time. 

The time is opportune to call atten- 
tion to some facts that should not be 
overlooked by the average bond 
buyer. There are some definite evi- 
dences that the purchasing of bonds is 
increasing and that the cumulative re- 
sult of the repetition of the advice to 
buy is having its effect. 

Probably one of the chief considera- 
tions that the bond buyer should keep 
in mind under present conditions is 
that buying bonds does not always 
mean investing. 

There are plenty of securities by the 


name of bond that are so highly specu- 
lative that they scarcely deserve the 
name. Yet because they have the 
legal form of that class of security 
they go by that name. The investor 
can go through the lists of bonds for 
himself and fit the facts to the specific 
cases as he may please. 

Of course we must go to the bottom 
of the price list for the cheap bonds to 
indict in this fashion. Or say go to 
the top of the list and pick out the 
bonds yielding the very high income. 
We will find the bonds that come 
under this heading among those that 
yield above 6 per cent. income. Pos- 
sibly we should say 6% per cent., since 
there are some excellent utility bonds 
yielding about 6 per cent or a little 
more. Returning 6% per cent. or 
over, however, they get away from the 
dignity of sound securities very 
rapidly. 

The inherent danger to the investor 
is that he may be deluded into the be- 
lief that a bond is a’ bond and that be- 
cause the security is a bond that it must 
needs be something with a large degree 
of security back of it. 

As a matter of fact many of these 
bonds are even poorer than many com- 
mon stocks, for reasons we shall pres- 
ently see. 

In the first place many of these 
bonds have a mortgage on the property 
of the company. We find these bonds 
among all classes. Many of them are 
industrial issues. What misleads the 
average investor is the fact that his 








bond is a lien on the property of the 
company. He seldom stops to think 
or perhaps is not aware that the real 
foundation of his security lies in the 
earning power of the company and 
that the very low quotation at which 
he bought his bond reflected in a large 
measure poor earning power. 

Buying bonds at a very high income 
return means buying a very high degree 
of risk and that possibly the company is 
hovering on the brink of insolvency 
and default in the payment of interest 
on these bonds most of the time. A 
little examination of the income 
figures of such a company will show 
that the margin of safety is mil and 
that the concern has about all it can 
do to meet its interest charges every 
six months. 

Buying this kind of a bond often 
means that the investor is taking more 
actual risk that if he had bought a 
stock paying the same rate of return. 
There are stocks on which the dividend 
return is no greater than on these poor 
and highly speculative bonds yet on 
comparison they are much better in- 
vestments. 

Here is one good reason why they 
are: The concern whose bonds are 
selling at such a discount as to bring 
the rate of income far above normal 
has a hard time earning its interest. 
Possibly it has to stint in the upkeep 
of the property to make ends meet. 
On the other hand the company which 
has a common stock yielding that same 
amount of dividend is often in a strong 
position and can well afford to pay the 
dividend. This means that it can pay 
its interest charges and dividends easily 
and still have a margin left over. Finan- 
cial health is the condition of the latter 
concern while the former is weak and 
anaemic. 

The question then is how the bond 
of the company that can just scrape 
through its interest stands in com- 
parison with the common stock of the 
vigorous concern which can meet its 
charges, take care of itself out of its 
income, give something to the stock- 
holders and still have something left 


over. 
From the bare statement of these 
conditions it will be seen that if the 
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purchase of such a stock be regarded 
in any way as speculating the holding 
of such a bond is much more so. 

There are still other facts that the 
investor who is tempted to go into this 
class of bonds must not forget. The 
bond of this class has a rather pre- 
carious market standing. At the least 
sign of trouble in the company it goes 
slumping downward not an eighth of 
a point at a time but sometimes, in the 
case of inactive bonds, two, three, or 
five points at a time. If it is a very 
active issue possibly it can be sold on 
fractional recessions. Anything that 
affects the company adversely will be 
sure to show itself in the market posi- 
tion of the bonds. 

It should be remembered that the 
strength of the lien the bonds have on 
the property of the company amounts 
to nothing to save them in market 
quotations when trouble comes. In a 
highly speculative security of this 
character the question of what. lien it 
has is far separated from the matter of 
earnings. A strong lien gives it a 
good position in any readjustment of 
the company’s finances but that is 
about all it can do. 

Witness the case of a certain first 
mortgage railroad bond that only a 
year ago sold around 96 and six 
months later was selling around 40. 
The fact that it was a first mortgage 
gave the bankers that marketed it a 
reason for asking a high price, but that 
fact did not even act as a brake in the 
slide down hill that followed. The 
bondholders will get the property; but 
what of that when it can earn but a 
small part of its interest charges under 
the old capitalization? 

Or take again the case of an indus- 
trial that a few months ago had to con- 
fess that it could not earn its preferred 
dividend. Its bonds are really the 
only funded debt of importance it has 
and are a prior lien on the assets of the 
company. But did that save them 
from dropping 20 points when the 
earnings statement was fully compre- 
hended? Not at all. 

Let the investor further remember 
that when this class of bond gets into 
trouble it is generally in there a long 
time and usually comes out badly hurt. 











One Hundred Dollar Bonds 


By GARDINER S. DRESSER* 








HOSE who only admit that the 
$100 bond will be the unit of in- 
vestment in some dim future that 

is not worth bothering about now, are 
likely to be surprised by the develop- 
ments of the next few years. 

The list of $100 bonds now available 
to the investor includes issues of some 20 
railroads, and some of the largest indus- 
trial companies, besides national and 
municipal bonds and bonds of the public 
utility companies. Among the railroads 
are the Burlington, St. Paul, Rock 
Island, Colorado & Southern, M., K. & 
T., New Haven, Southern Pacific, Vir- 
ginian Railway, and Western Pacific. 
Among the industrials are the Central 
Leather, General Electric, International 
Agricultural Corporation, International 
Steam Pump, Liggett & Myers, P. Lor- 
illard, and New York Air Brake. Cer- 
tificates representing the American Tele- 
phone & Telegraph Collateral Trust 4’s 
of 1929 are among the most popular mu- 
nicipal issues. 

As a Wall Street periodical puts it, 
“The $100 bond, though a ‘baby,’ is able 
to walk now and talk to investors.” 

The $100 bond talks well. 

It buttonholes you who have $100 now 
and expect to have additional sums of 
$100 at certain intervals in the future. 
It asks you why you don’t invest at once 
instead of waiting until you have $1,000 
saved. , 

You can buy a bond every time you 
get $100 and begin to draw interest at 
once. If you deposit your money in a 
savings bank pending investment, you 
will not begin to draw interest until the 
next quarterly interest date—January, 
April, July and October 1—and then at a 
lower rate than you will receive on the 


It buttonholes you who have, say, 
$600 which you wish to invest immedi- 
ately. That $600 of yours will not buy 
a $1,000 bond—but it will buy 6 $100 
bonds. 


*Extract from lecture at Finance Forum, 


It buttonholes you who have $1,000. 
You may intend to invest it in one of the 
bonds legal for savings banks, receiving 
all instead of a part of the income. You 
are not, however, securing the same 
safety as the savings bank enjoys. The 
savings bank diversifies its holdings, tak- 
ing bonds of a number of different is- 
sues, so that a possible loss on one issue 
will not wreck the entire investment, so 
that the possible loss on one may be 
counterbalanced by the gain on another. 
The $1,000 bond you buy may not be the 
wisest choice. But you may buy 10 $100 
bonds and diversify the $1,000 invest- 
ment. Through $100 bonds, you may 
protect yourself as all large investors 
protect themselves. 

All, of course, may not have, immedi- 
ately available for the purposes of in- 
vestment, $100 or thereabouts. But if 
you have $10 on hand, and can put aside 
$5 a month, you may have a $100 bond 
bought for you now, to be paid for as 
you save the balance. The Partial Pay- 
ment Plan has an additional advantage. 
Like an insurance policy, and unlike a 
savings bank account, the Partial Pay- 
ment Plan compels saving. 

When you buy bonds on the Partial 
Payment Plan, you pay interest on the 
amount advanced you. You pay at the 
rate of 6% per annum. Nevertheless, 
though you may have bought a bond that 
pays you only 5% or 4% per annum, you 
are not losing 1% or 2% a year on your 
money. Quite the reverse. You are re- 
ceiving interest at 5% or 4% on par 
($100) which does not change. You are 
paying interest at 6% on an amount 
which does change, which is constantly 
reduced by your monthly payments. 
When your indebtedness on a 5% $100 
bond is reduced to $80, and below, you 
are teceiving more interest than you pay. 
When your indebtedness on a 4% $100 
bond is reduced to 60 and below, you are 
receiving more interest than you pay. 

On a $100 Virginian Railway Ist 5% 
bond bought at 99 on November 1, you 
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will receive in coupons and accrued in- 
terest a total of $7.92 during the time 
you are paying for the bond. You will 
pay interest totalling $4.62, and there- 
fore gain the net amount of $3.30. This 
figures an annual rate of 3.79% on the 
average amount on deposit. Subse- 
quently, you will receive the full interest 
of 5%. Your investment return on a 


4% bond bought at 91 is 2.79% while 
you are paying for it. 

On similar deposits made at the same 
periods in a savings bank allowing 4% 
interest you will receive only $2.50 in- 


stead of $3.30 on the 5% bond. This 
figures an annual rate of only 3.17%, in- 
stead of 3.79% on the bond. The reduc- 
tion from 4% to 3.17% on the savings 
bank account is caused by the fact that 
interest is allowed only between certain 
dates and deposits made and withdrawn 
before certain dates do not receive in- 
terest. 

A $100 bond earns you interest every 
day you own it. 

Establish yourself as a savings bank. 
Invest your own deposits and pay your- 
self both interest and dividends. 








Bond Market Topics 








Next Year’s Bond Market.—The average 
price of a group of standard bonds shows 
that the advance in bond prices has been 
pretty well maintained since the early part 
of June. Of course there have been some 
short reactions, but the trend has been dis- 
tinctly upward. The period that has 
elapsed since bonds began their upward 
movement in prices has been long enough 
to justify the belief that for a time in the 
future the movement will be forward with 
only slight setbacks. 

It seems now that the talk of panic has 
died out almost completely. Only a few 
months ago there were a number of 
calamity howlers who were predicting dire 
conditions in the financial world. Their 
pessimism found its way into the news 
columns and market opinions with the 
natural result that a large number of in- 
vestors became frightened. The first thing 
they did, of course, was to tighten up their 
purse strings. This was felt severely in 
investment markets. 

This condition of affairs created a po- 
tential demand for investments that seems 
now to be awakening from its sleep. Just 
when it will come to full power is a 
matter of opinion. Some think within 
three months. Others say not for a year. 
At any rate the best judges of the money 
market, which is the governor of invest- 
ment conditions, are practically agreed that 
1914 will see something satisfactory in the 
way of investment conditions. 

Hesitation does not disappear from a 
large body of investors over night. It 
will doubtless take a few months to wear 
off the effects of sentimental considera- 
tions that are now hanging over the 
markets. This would augur well for next 
year. Furthermore there are being com- 
pleted some large works that have ab- 


sorbed immense amounts of capital, such 
as the Panama Canal and others. 

Short Term Paper Having a Fling.— 
Some of the bond men wonder why the 
short term paper market has been so good 
for the past few weeks. They are reasoning 
about like this: 

A turn in the bond market has undoubt- 
edly come, as shown by the slow but steady 
rise that is being worked out in the aver- 
age price of bonds. Furthermore, money 
conditions are not nearly so coubtful as 
they were a few months ago when every- 
one knew the situation presented some bad 
spots and only a few realized how bad 
they were. Moreover, they reason that 
sentiment among investors is improvin 
and much of the hesitation that existe 
among buyers has disappeared. 

Why, then, the question is asked, should 
not bonds be the prevailing type of pur- 
chase in the investment markets, since the 
conditions which make for a strong note 
market have been so far eliminated? 

The trouble is that they have magnified 
the improvement. The truth is that even 
the shrewder class of investors are not 
yet sure of themselves. Hence there still 
remains a very good demand for the short 
term notes that will mature a few months 
later when, by common consegt, we are 
likely to see the good money conditions 
which will furnish the basis for a much 
larger bond market. 

Restocking Bankers’ Shelves—The sign 


‘ of better times in the investment markets 


is the sign for investment bankers to look 
to their inventories. At these times they 
are between the horns of a dilemma. On the 
one hand they have only faint glimpses of 
the better business they hope for con- 
stantly. They must guess as to when it 
will materialize in force. On the other hand 
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they have the possibility of coming into 
the procession late and losing some good 
things for lack of enough initiative. 

It requires, therefore, the highest type 
of investment wisdom and observation to 
kniow just how far to go ahead in such 
times as these. If the banker lags too far 
behind, fearful that he cannot dispose of 
any round blocks of new securities, he is 
apt to lose some good things. If he rushes 

ead with great confidence he is likely to 
have a shelf full of securities that can be dis- 
tributed very slowly, a situation which pre- 
vents him from being foot-loose. 

At the moment the rank and file are not 
certain of their ground, and yet many are 
going into new things freely. Bankers are 
supposed to have far greater discernment 
than investors, yet at times they make great 
mistakes in taking on large blocks of securi- 
ties. How far the stocking up at this time 
will go depends upon the strength of in- 
vestment demand. Substantial amounts 
have already been taken, but it is not likely 
that the bond houses will plunge headlong 
into a buying campaign until the weather 
Cue sre far more clear. 

at Does the Barometer of New 
Financing ‘Say?—If the amount of new 
financing done ae the month of Sep- 
tember were accepted as an index to the 


state of the investment markets, there 


would be little room for doubt that some- 
thing more than a patch of blue sky is 
showing. Careful observers of the market 
conditions at the end of August were 
strongly inclined to the belief that the fol- 
lowing month would show a marked en- 
largement of the total of new securities is- 
sued. Their predictions were verified. Sep- 
tember continued the movement begun 
early in August, and October gives evi- 
dence that there will be no change in the 
trend. 

Just how far September went ahead of 
former figures may be seen from a com- 
parison with the total of the same month in 
1912. September, 1912, showed a total 
around $85,000,000, whereas this year the 
total was over $187,000,000, in increase of 
some $102,000,000 or more. Obviously a 
very different set of conditions prevailed 
this year to stimulate such an amount 
of new securities. The total for September 
also made a big leap over August figures, 
which seemed to mark the bottom of the 
decline in output. 

In September a special feature stood out. 
A great quantity of equipment notes were 
marketed. This made good business ig the 
short term market and besides gave some 
promise of what the railroads may be ex- 
pected to do in the way of buying new 
equipment in the near future. 


Hints for Investors 


O not be carried away by the persuasions of bond salesmen who say they have 
seen the property under consideration and therefore know the securities 


are an excellent purchase. 


The hospitality of the occasion works upon the 


optimism of many of these salesmen and their reports are sometimes glowing 
with a warmth that is not justified by the facts. “Seeing is believing” is a maxim 


that does not fully cover these cases. 





ON’T be too sore on the salesman of a security issuing house if he has sold 


you some investments that have come far short of expectations. 


He must 


necessarily take the word of those “higher up” and not always being a man 
trained in the intricacies of an investment proposition, he goes astray purely 


upon the information furnished him. 





N’T put your entire confidence in a security because it is offered by a friend, 


even if he is representing a substantial house. 


Wherever possible make it 


the subject of investigation regardless of your belief in your friend’s judgment. 
Friendship is seldom a good basis on which to buy securities unhesitatingly. 





HERE are so many avenues through which you may get free advice on 
securities these days that it is not a bad idea to write three or four of them 


and compare their opinions. 


It does no harm and costs nothing but postage 


stamps anda little effort and is interesting. 
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INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom 


The Best Kind of a Stock 


Which Is It That Offers the Greatest Advantages Over Other Kinds? 
By RICHARD D. WYCKOFF 


OU are about to become a partner 
y in a large business enterprise. 
Perhaps you do not know it, but 
it is true just the same. I can tell it 
by the way you scan the financial column 
of your daily newspaper and the eager- 
ness with which you ask about a num- 
ber of different stocks. 

This partnership is not a gift, but 
you have earned it by accumulating 
enough money to purchase your interest. 
There may be twenty to thirty thousand 
other partners, but you are not con- 
cerned with them because you will never 
know them. You and they are content 
to leave the actual management of the 
enterprise to a comparatively few men, 
highly experienced in that line, and you 
will all abide by the results. But if at 
any time you don’t like the partnership 
you are free to sell at a profit or loss 
as the case may be. 

So long as you are free from such 
partnerships, although possessed of the 
purchase money, you are in a position to 
pick and choose. There is no hurry 
unless you think prices will advance 
rapidly and at once. Therefore take 
plenty of time. Consider everything. 
Make sure that you get exactly the kind 
of partnership you want and that the 
men into whose hands you entrust your 
interests are worthy and competent. 

First of all, what kind of a business is 
best—railroad? If so, would you choose 
a large system or a small one; a coal 
road, a granger, a newly organized or 
an old established property? 


Or would you go into the industrial 
field? There you have a great variety 
to choose from: 


Steel 

Oil 
Electrical 
Chemical Biscuit 

Can Department Stores 
Railroad Equipment 10c. Stores 
Smelting Lead 

Telephone Mail Order 

Wool Fruit 

Paper Locomotive 
Leather Building 

Gas Street Railway 
Match Enameling 
Automobile Coal 

Power Pump 

Glucose Typewriter 
Express Cigar Stores 


Rubber 
Auto tires 
Steamship 


If you wish to go outside the Stock 
Exchange there are many other lines of 
business in which you may engage; but 
these are the principal classifications into 
which large corporations are divided. 

Why should you go into large enter- 
prises instead of small ones in the same 
line? Because the biggest and best brains 
in the country are engaged in running 
them. A small concern, with limited 
capital cannot employ as able a class of 
men. Besides, bigness usually means 
power and influence, as well as organiza- 
tion and generalship. 

To illustrate the point: A tailor, hav- 
ing learned his trade, hangs out his own 
shingle. He does all his own work so 
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well that he holds his trade and con- 
tinually adds to it. Soon he takes on an 
assistant, then another and another 
Then he employs a high class cutter, and 
his business booms. He opens branch 
stores, then starts an advertising and 
mail order department. In a few years 
he is making twenty or thirty thousand 
suits a year and clearing five dollars a 
suit. 

Continually expanding, he finally ab- 
sorbs the whole output of certain mills 
and employs the highest priced experts 
in the business, clearing half a million 
dollars a year. He can make better suits 
at less cost than when he started, because 
he has acquired experience, reputation, 
large purchasing power and can com- 
mand the service of many other hands 
and brains. If, therefore, you acquire 


even a small interest in his business at 
this stage you have all these expert cut- 
ters, designers, salesmen, etc., working 
for you and are benefitted by the com- 
pany’s partial domination of the in- 
dustry. 

Buying a partnership—whether it be 


a few shares or a half interest—is a 
very important step, although few who 
purchase recognize it as such. If there 
are advantages in any one business over 
others, you should know it and act ac- 
cordingly. If there are half a dozen best 
you would do well to put your money 
into these instead of the others. 

I do not know that anyone has ever 
looked into this particular subject in just 
this way, and so I propose, in the present 
series, to examine the principal indus- 
tries represented on the Stock Exchange 
with a view of determining, as well as 
a layman can, the influences bearing 
upon them from the standpoint of the 
prospective partner. 

There is a double reason why the 
present is an appropriate time for such 
an investigation. (1) The tariff will 
undoubtedly produce marked changes in 
the earning power of certain corpora- 
tions. (2) The business world is under- 
going a change in methods of manu- 
facturing and distribution which cannot 
fail to be of great consequence in the 
future. 

There is always the fundamental fact 
that every industry is either moving to- 
ward new heights or is gradually slipping 


down toward obscurity. Take the oil 
business, which is only a development of 
the past few decades. It is now at its 
height.. On the other hand, who ever 
hears of the cordage business nowadays? 
Twenty years ago National Cordage was 
first in the public eye. 

In brief, the business world, like every 
other part of this earth itself, is being 
made over every day, and we should 
benefit by studying conditions affecting 
the various industries, so that we may 
form definite and accurate-opinions of 
their future. 

RAILROAD STOCKS. 


THE business of a railroad company 
is to manufacture and sell trans- 
portation. 

Its margin of profit depends upon 
operating expenses, taxes, fixed charges, 
etc., on the one hand, and on the other, 
rates charged and volume of traffic car- 
ried. 

To finance its construction and im- 
provements, a railroad must borrow 
money. Only one large railroad—the 
Lackawanna—has succeeded in wiping 
out its bonded debt. Others borrow 
continuously and enormously, hoping 
that new traffic and lower costs will more 
than offset steadily increasing interest 
charges. 

A business man who never reduces his 
obligations will sooner or later come to 
grief. And with very few exceptions this 
has been the history of American rail- 
roads. Scarcely one has avoided bank- 
ruptcy at some time in its career. 

Twenty years ago the Atchison, B. & 
O., Erie, Northern Pacific, Norfolk & 
Western, Reading, and Southern Rail- 
way were among the properties which 
were placed in the hands of the courts, 
and their mortgages foreclosed. 

In order to restore the equilib. ium be- 
tween receipts and expenditures, bond- 
holders were forced to surrender a part 
of their rights. Stockholders in many 
cases lost everything. 

All this happened because . xpenses 
gradually swallowed income so _ that 
nothing remained for either creditors or 
partners. 

Are we not approaching a similar 
situation today? 

No matter what the causes of former 
receiv. rships—over-capitalization, waste- 
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ful operation, lack of maintenance, rate 
wars, competition—the burning question 
always is, income vs. outgo, and upon 
the solution of that question depends the 
preservation of solvency. 

Here are some of the factors which 
are pushing the expense totals un toward 
the danger po'nt: 

The incessant demands of labor. 

The drain of labor legislation. 

The steady increase in taxes. 

Public demand for steel cars, safety 
appliances, grade crossings, etc. 

Increased cost and difficulty in obtain- 
ing capital. 

In a country like this, with population 
increasing and traffic naturally expand- 
ing, the roads might find a way out, were 
it not for the influences working against 
the other side of the profit and loss ac- 
count, viz.: 

Supreme Court decisions are tearing 
down former railway combinations, 


originally designed to maintain rates. 
The Interstate Commerce Commission 
stands in the way of higher rates. 
State railway commissions.add to the 


burden of operating and the difficulty of 
raising capital. 

Forced reduction of express rates, of 
which the railroads collect one-half. 

Laws in many states have fixed the 
maximum rates which shall be charged. 

Activity of state legislatures. Nearly 
1,400 anti-railroad bills passed during 
1913. 

Mail matter, tremendously enlarged 
since the Parcels Post began, is carried 
at a constantly increasing loss, as rates 
are fixed only once in four years, and 
no allowance is made for increased mail 
carried meanwhile. 

With these and other difficulties sur- 
rounding railroad operation, is it surpris- 
ing that receiverships punctuate modern 
railroad history? That gilt-edged stocks 
of former years have become specula- 
tive issues? ‘That records for long con- 
tinued and hich rate dividends have been 
smashed? That investors are becoming 
shy of railroad securities ? 

As. Interstate Commerce Commis- 
sioner Prouty admitted, “We can provide 
by legislation the sort of cars which a 
railroad shall use and the rates which it 
shall. impose; we cannot by legislation 
force one single dollar of private capital 


into railroad investment against its will. 
If we are to look in the future as in the 
past to private capital for the providing 
of our railroad transportation, it is fun- 
damentally necessary that confidence in 
the fair treatment of that capital shall 
be established.” 

What happens to an enterprise which 
is always in the market for funds, when 
these funds are refused? The business 
ts placed in the hands of a receiver. 

The business of railroading is today 
suffering from a degree of discredit 
which has not been its lot in two decades. 
Admitting that certain roads are in a 
more or less impregnable position, there 
are many weaker properties such as the 
Chicago & Alton, Toledo, St. Louis & 
Western, Chicago Great Western,, Den- 
ver & Rio Grande, Iowa Central, Rock 
Island and others, which are hanging by 
their fingers, ready to drop. 

And there are properties of high 
standing and unquestioned credit which, 
if the present tendency continues, will 
be once more found among the reduced 
dividend, speculative class. 

It is not necessary for me to go into 
details. Everyone who reads the papers is 
familiar with the present situation, but few 
have considered the probable outcome. 

The natural consequence of the situa- 
tion is receivership for all but the strong- 
est properties, and reduced dividends for 
many of those. Mind you, I do not say 
this will come; I do say that it is the 
to-be-expected effect of present causes. 

From what direction may relief come? 

Temporary relief may come from a 
grudging rate increase, control of the 
labor question by the Arbitration Board, 
or from some unexpected quarter. Per- 
manent relief seems possible only when 
the American people are touched in their 
tenderest spot—their pocketbooks. 

It will take a national calamity to 
change the tide once more in favor of 
the railroads, perhaps a two or three year 
business depression. For the lesson of 
the empty dinner pail and the cry of 
wounded investors are needed to force 
fair treatment. 

Meanwhile I have no hesitation in say- 
ing that of all the great groups of secu- 
rities, railroad stocks as a class are not 
the most desirable. 

(To be continued.) 











Low Priced Stocks for the Small Investor 


By OLIVER CARROLL 





HERE are two fundamental rea- 
sons why people buy stocks, 
namely, to gain a profit in the 

appreciation of the price when the 
stocks rise, either through some par- 
ticular merit of the securities or 
through a general lift in the market, or 
to get the income from the stocks in 
the nature of an investment. There 
are times when both these reasons can 
be combined, thus making the purchase 
all the better. 

It is time to ask whether such a sit- 
uation exists now. The general mar- 
ket has had a long decline, followed by 
a relatively small upward movement. 
A decline of some 25 points in the 
average price of a representative group 
of stocks puts many of them on a level 
which approaches the bargain counter. 

The dividend-paying stocks are 
therefore attractive for two reasons— 
one, the income yield on them is more 
remunerative than for some time, and, 
two, the whole market must advance 
sooner or later and with it these se- 
curities. For the investor who buys 
stocks and must have immediate in- 
come, these of the better class will give 
a handsome return. But he must pay 
rather high prices. This means few 
shares or much money. Stocks like 
Pennsylvania among the railroads and 
Steel preferred and General Electric 
among the industrials require consid- 
erable capital for only a moderate num- 
ber of shares. 

Furthermore, the rise in price of 
such stocks is generally small in com- 
parison with what happens in securi- 
ties of a different type. An apprecia- 
tion of ten points in a stock like Penn- 
sylvania is considerable. It would be 
expecting too much to see a stock 
selling on an investment basis double 
in market price. Only extraordinary 
conditions could bring about such an 
enormous appreciation. Although such 
stocks do sometimes appreciate more 
than 10 per cent. in a strong market, 


the percentage of advance is compara- 
tively small. The average advance of 
a group of six such stocks would be 
even smaller than the advance in in- 
dividual cases. 

In the non-dividend paying shares 
there is the opportunity for a larger 
enhancement of principal. Their ap- 
preciation may be predicated on the 
general advance of all stocks in a ris- 
ing market or on intrinsic value as 
indicated by the growth and develop- 
ment of each particular corporation, or 
on both. Whatever betterment comes 
about in the way of larger earnings, 
improvement of property, profitable 
business arrangements or alliances, or 
more efficient management, is reflected 
more in the common stocks without 
dividends than in the older seasoned 
securities of the corporation. 

Because of the low prices of such 
stocks after a serious market decline 
like that of the past year everything 
favorable inside the corporation plus 
the uplift in the market makes these 
securities potential with handsome 
profits. The question of dividends of 
course is no factor, since in no case 
taken up is there anything but remote 
possibility of a distribution on the 
common stock for a long time to come. 

All that can be said for such stocks 
is that the company is earning suffi- 
cient to show perhaps a small per cent. 
on the common stock. This is of senti- 
mental value in the market appraisal 
of these stocks, but has no practical 
side to it. On the hope of dividend 
disbursements alone these low-priced 
common stocks would stand for long 
periods at their low market quotations. 
But as we have noted when the tide in 
the market is setting strongly in either 
direction all these stocks go along 
with it. 

For this reason they offer a favor- 
able opportunity to increase a small 
capital. The facts about these stocks 
at present levels that commend them 















to the long-pull purchaser may be 
briefly summarized as follows: 


(1) They move strongly with the 
tide of securities. 

(2) They feel strongly the beneficial 
effects of favorable events or bettering 
conditions in the corporation. 

(3) In a good company they repre- 
sent a growing equity. 

(4) They have a ready market and 
may be sold at any time. 

(5) Thev fluctuate slowly in quota- 
tion; no more rapidly than the general 
market. 

(6) They enhance in price when the 
market moves upward to a much lar- 
ger percentage than do high-priced 
stocks. 

A selection of six such stocks shows 
what the changes in price were over 
the past six years and gives an idea of 
what, might have been accomplished by 
an investor who bought these securi- 
ties at low prices. These six stocks— 
namely, Erie, Kansas City Southern, 
Missouri, Kansas & Texas, Southern 
Railway, St. Louis Southwestern and 
Ontario & Western—are taken as. rep- 
resentative of the class and are among 
those which conform closest to the 
statements already made. Ontario & 
Western is perhaps somewhat less de- 
sirable for this purpose than the other 
five stocks. 

At present prices these stocks begin 
to be cheap, not because they are sell- 
ing at low prices, but because of the 
appreciation that may be reasonably 
expected ultimately. It will be noted 
from the table given below that the 
average price of the group is about 
eight points above the low level of 
1907, which was established under the 
most adverse conditions. 

Since then all these companies have 
had some six years of development in 
which some advanced very materially. 
It is therefore not to be expected that 
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these stocks would recede to the panic 
level except under somewhat similar 
conditions. It will be noticed further 
that they are practically 18 points un- 
der the high level of 1909. In other 
words, they have fallen something like 
two-thirds of the way down from the 
high prices of 1909 to the low prices 
of the panic year. 

The movements of the average for 
the six stocks were as follows: 


Low, 1907 to high, 1909.......... 27% points 
High, 1909, to Low, 1910.......... 20 . 
Low, 1910, to High, 1911.......... 14 * 
High, 1911, to Low, 1911.......... 9% «= 
Low, 1911, to High, 1912.......... 8% “ 
High, 1912, to Low, 1913.......... 144% “ 
Low, 1913 to Present............ 1% “ 


The present average is 20% points 
below the high of 1909. The accom- 
panying chart shows the movement of 
the average price of the six stocks 
above, giving the high and low points 
of the principal movements beginning 
with the panic level in 1907. 

As an illustration of what might 
have been done by purchasing these 
stocks at the low prices of 1907 it will 
be noticed that one share each of the 
group would have cost in the aggregate 
exactly $100, and that this $100 initial 
investment could have been brought 
up to something like $650 at present. 
This assumes, of course, that the stocks 
were bought at the very lowest prices 
of the declines and sold at the very 
highest prices of the advances. 

We cannot take that ground, how- 
ever, since it is humanly impossible to 
do this. No amount of sagacity or ex- 
perience will show the investor exactly 
when the extreme prices are reached. 
For this reason we must take from our 
accrued profits a reasonable amount. 
This amount we should say would be 
at least a third of the profits shown on 
a perfect result. In this case a perfect 
result would show profits of about 
$550 on an investment of $100, pur- 











Price Movements of Six Low-Priced Stocks. 

Low High Low High Low High Low Oct. 15, 

1907. 1909. 1910. 1911. 1911. 1912. 1913. 1913. 
Erie ... . 12% 39 1914 38% 27% 39% 20% 26% 
| Qo i 50% 23 37% 25% 31% 213% 24 
i?) eee 20% 50% 27 38% 31% 18% 1934 
Sou. Ry..... 10 34 18 33% 24% 32 19% 21 
me Ae 353% 18% + 34 4 40% 26 23% 
Ont. & W 555% 2834 46% 37% 41% 25% 27% 
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chases having been made four times, 
namely, 1907, 1910, 1911 and again in 
June of 1913, and sales three times, 
namely, 1909, 1911 and 1912. 
One-third of $550 is $183 plus. De- 
ducting this amount we therefore have 
a profit of $367 on the original $100 in- 
vested the first time in 1907. But if the 
investor did not accumulate 367 per 
cent. profit on his investment up to the 
selling point in 1912 and with a little 


additional profit on the purchase again 
in June, 1913, he could at least have 
made $300 or even $250, which is obvi- 
ously an enormous increment. Multi- 
plying this by ten, it will be seen what 
an investor might have accomplished 
with $1,000 in the panic of 1907 and 
subsequent market movements. It is 
simple arithmetic to show that savings 
bank interest at 4 per cent would have 
been about $30 over the six years. 








Earnings and Dividends 


The Position of Standard Stocks Viewed in Perspective 
By GEORGE C. MOON 








UBLIC sentiment is greatly con- 
cerned just now over the pos- 
sible effect of the new Tariff 

Law on a number of our industrial cor- 
porations. Many are inclined to view 
the future operation of the new tariff 
with grave apprehension and are fear- 
ful of disaster. 

On the other hand, close students of 
the situation believe we shall enter 
upon a new industrial era in which our 
industries will be placed upon a more 
secure footing than ever before. The 
new order of things will call for the 
display of greater business conserva- 
tism than was necessary under high 
protettion, and hence forces will be 
put in motion that will bring the in- 
dustrial situation under more perfect 
control than formerly. 

It is obvious that those charged with 


the administration of the affairs of the 
great corporations that gossips have 
relegated to the scrap heap, do not ap- 
pear to be greatly worried over the fu- 
ture. Probably there is less real occa- 
sion for alarm than is generally sup- 
posed. 

The following continues the discus- 
sion of the relative position of earn- 
ings and dividends of different stocks 
as brought out by graphic illustrations. 
In cases where the new schedules of 
duties may affect a security, specific 
reference to that fact will be made: 


RAILWAY STEEL SPRING. 


[IKE other corporations in the equip- 

ment group, the business results of 
the Railway Steel Spring Company are 
affected by the general railroad situation. 
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The wide fluctuations in earnings, which 
are displayed by the graphic, demon- 
strate this and show their instability 
clearly. Since the panic year the com- 
pany has experienced very unprofitable 
periods and on no sithseguent occasion 
did it rise to its old time form. 

Last year the earnings were rather 
better and it is expected that the present 
fiscal year will prove to be almost as 
satisfactory—but still there are so many 
uncertainties associated with the business 
that an unfavorable showing is always 
dreaded. The company has some ad- 
vantages in its repair department, which 
furnish revenue when more important 
new car construction is on alow scale. 
Its real prosperity, however, is encoun- 
tered when the roads are ordering new 
equipment freely, but money conditions 
in the recent past have forced our roads 
to exercise economy in that direction. 

In the matter of dividends on the com- 
mon stock the stockholders have been as 
generously treated as circumstances 
would permit. There are good prospects 
of the 2 per cent. which was declared 
last year being repeated next December. 
Beyond that a prediction would be 
hazardous. 


U. S. CAST IRON PIPE. 


CAST Iron Pipe preferred does not 
occupy a very strong position. The 
graphic tells a story of a paucity of earn- 
ings in each year plotted, excepting 
1906-7. Ever since earnings have been 
small and out of proportion to the divi- 
dend rate. In 1908 dividends were de- 
clared out of surplus, but payment was 
enjoined, but the courts upheld the di- 
rectors’ action in 1909. 
The company has met serious competi- 
tion from cement pipe construction on 
public works, etc., which has come into 
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general use in recent years. The outlook 
is not particularly inviting and there is 
no apparent reason for anything more 
hopeful than a continuance of the present 
mediocre condition of things. 


BUFFALO, ROCHESTER & PITTSBURG. 


nN PECULIARITY of the capital 

stock issues of the Buffalo, 
Rochester & Pittsburg Railway is that 
after 6 per cent. shall be paid on both 
the preferred and common for any cal- 
endar year, further dividends shall be 
for the equal benefit of both stocks. 
The holders of the common stock have 
no special reason to complain, as divi- 
dend distributions during the last 
thirteen years were made without in- 
terruption, although at varying rates. 


1906 07 ‘09 / tz 
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The graphic shows a fair margin be- 
yond dividends was earned in each year 
for the period covered. In the last 
four years net earnings expanded and 
apparently justified the increase in 
common dividend rate which was made 
in the latter part of 1912. Both classes 
of the capital stock are closely held, 
and consequently they are among the 
inactive listed issues. From all that 
can be foreseen now there appears to 
be no likelihood of any change in the 
general status of the stock as a con- 
servative investment. 
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NY Ont & Weslern 


N. Y. ONTARIO & WESTERN. 


THE graphic of Ontario & Western 

shows an absence of adequate 
margin over dividends in any of the 
years plotted. The net barely sufficed 
to pay the 2 per cent. which were ini- 
tiated in 1905—one year after the New 
Haven secured control of the property. 
In 1912 dividends were temporarily 
suspended following the refusal of the 
Public Service Commission of New 
York to consent to a transfer of con- 
trol to the New York Central Railroad 
Company—but were resumed in the 
following year. Much early improve- 
ment cannot be looked for. The com- 
pany has affiliations that are helpful, 
but future developments are not likely 
to bring about any material change in 
the situation of affairs. Earnings from 
coal traffic will probably be maintained 
along substantially the same basis as 
heretofore. This is the chief source of 
revenue, and probably hereafter will 
not vary greatly from the volume con- 
tributed in recent years. The stock 
has been a great disappointment to 
those who were influenced in buying it 
because of New Haven’s ownership. 
New Haven paid $45 a share for the 
block of stock it owns. The transac- 
tion has not proven a particularly good 
investment in either a transportation 
or strictly investment sense. The out- 
look is not cheering, but if the New 
York Central should eventually ac- 
quire control, it would help matters 
somewhat. 


UNITED STATES RUBBER. 


AS one of the industrials that is sup- 

posed to have profited in the past 
by the protective tariff on the product 
it manufactured, United States Rubber 
is now ‘believed by some to be in line 
for a reversal of its old form. The 
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graphic shows that earnings on the 
common issue varried considerably up 
to 1912, when a greater stability seems 
to have set in. Earnings for 1912 and 
also for the fiscal year to March 31, 
1913, were quite favorable, and it is 
estimated that the current fiscal year 
will close with still better results. Net 
earnings, however, must in future be 
calculated on an increased amount of 
both common and preferred, which 
will make a comparison with former 
years a little difficult. 

At the present time there is $36,000,- 
000 of common outstanding, with 
about $57,500,000 of 8 per cent. first 
preferred, and $29,000,000 of bonds and 
debentures ahead of it. This repre- 
sents a heavy fixed charge to be met 
before common can participate in the 
net results. It is, however, certain 
that the company is better equipped 
now than ever before in the direction 
of operating efficiency. It has acquired 
vast plantations abroad and is other- 
wise fortified with control of its neces- 
sary raw materials. Its manufacturing 
plants are also capable of producing 
in larger volume and at lower costs 
than formerly. New processes of man- 
ufacture and the inauguration of 
economies which it is understood are 
feasible will go a long way to offset 
the effect of lower duties. 

The natural increase in consumption 
that follows a lowering of prices may 
also prove a factor of importance. Last 
year the sales aggregated nearly 
$92,000,000. It would seem only reas- 
onable to suppose that in a volume of 
business of that magnitude it would 
be possible to adjust methods to meet 
the exigencies of the new order of 
things. The company has never given 
much specific details in its official re- 
ports. Results have been summarized 
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in a general way and therefore there is 
no adequate data available upon which 
to base conclusions respecting the 
future. 


KANSAS CITY SOUTHERN. 


ANSAS CITY SOUTHERN com- 
mon has never paid a dividend. 
Since the present company was incor- 
porated in 1900 earnings have never 
reached a point where the common 
stock could expect that dividends 
would be forthcoming. The preferred 
stock has been more or less of a favor- 
ite among investors who look far ahead 
and believe in the stability of the 4 per 
cent. which has been paid on that issue 
since 1907. The road serves a good 
territory and should benefit from the 
traffic which the opening of the Pan- 
ama. Canal is expected to originate. 
The outlook for improvement is good, 
and unquestionably a better showing 
will be made in the amount earned on 
the common stock. It is possible this 
progress may be disappointingly slow 
in getting to a point where the market 
position of the shares will reflect the 
change. But it will take time for these 
expectations to be realized. 


DISTILLERS SECURITIES COMPANY. 
THE graphic of Distillers shows that 


a high record of net earnings was 
made in 1907. Before that time the 


1906 08 


company had passed through five years 
of varying fortune, but on the whole, 
results were decidedly better in each 
one of them than has been true in any 
year since. The stock was put on a 
4 per cent. dividend basis in 1903 and 
advanced to 534 per cent. in 1907 un- 
der the better showing then made. 
But in 1908 conditions had changed 
front so radically that 2 per cent. was 
the amount of the distribution that 
year. 

The set-back which immediately suc- 
ceeded the high record year of 1907 
has continued up to the present time, 
as the line of earnings indicate. It had 
been expected that the company’s in- 
terest in the United States Industrial 
Alcohol Company, which had beep 
formed in 1906 to manufacture denat- 
ured alcohol, would prove a source of 
large revenue for Distillers, but these 
hopes are still to be realized. 

Recent changes in the personnel of 
the management of Distillers may 
bring about a change in the character 
of the competition which the company 
has had to contend with in the past. 
It is evident some radical change for 
the better must be experienced before 
the public can regard the stock other- 
wise than with suspicion. It has been 
a “bad actor” in the past and there is 
always a dread of history repeating 
itself in the case in question. 











Bethlehem Steel Corporation 


Its Rise to a Foremost Position Among the Steel Companies 
By HALIBURTON FALES, JR. 








HE Bethlehem Steel Corporation, 
T under one name or another, has 
been in continuous operation 
since 1857. Incorporated in 1904 under 
the laws of New Jersey, as a reorgan- 
ization of the United States Shipbuild- 
ing Company, it struggled along for a 
year or two, carrying a load of small 
and useless subsidiaries. Gradually 
these were sold. When the company 
was organized in 1904 it intended to 
specialize in armor plate. At the sug- 
gestion of the government, $5,000,000 
was spent by the company to increase 
its armor plate capacity. Instead of 
receiving orders for 12,000 tons a year 
of armor plate, as was anticipated, the 
government’s requirements amounted 
to but 3,000 tons. 
Following the lead of its guiding 


genius, Mr. Schwab, the corporation 
thereupon decided to enlarge and dif- 
ferentiate its capacity by the sale of 
$10,000,000 of 5 per cent. first mortgage 
bonds, and $7,500,000 five-year notes, 


for the purpose of erecting a model 
plant for the production of pig iron, 
blooms, structural steel rails, etc. 
This, together with subsequent addi- 
tions in mills and furnaces, has made 
the company’s plants at Bethlehem, 
The Bethlehem Steel Company, the 
largest individual steel plant of its 
kind in the world, employing between 
20,000 and 25,000 men. 

Here every scientific aid to making 
every form of high grade and special 
form of steel in armament and ord- 
nance work has been employed. Costs, 
too, have been reduced to a minimum 
by the introduction of labor-saving de- 
vices and the utilization of by-prod- 
ucts. Thus, through the formation of 
the Lehigh Coke Company, and by 
contracts of twenty years with the 
Davis Coal & Coke Company, the com- 
pany is enabled to secure its coke at a 
saving in cost of about 30 per cent. As 
the gas produced in the manufacture 
of coke is utilized in the operation of 


the company’s open hearth furnaces, as 
well as in the heating of all the boilers 
at the plant, there is a further saving 
of 70,000 tons of coal per month. The 
company then sells its surplus gas. 
The installation, begun about three 
years ago, of these devices, had not 
been completed at the commencement 
of the past year. It is stated that had 
they been completed, the earnings of 
the company for the common stock 
would have been greater in 1912 by 
3% per cent. 

Besides owning the Bethlehem Steel 
Products Company and the Philadel- 
phia, Bethlehem, and New England 
Railroad Company, a road some thirty 
miles in length, built to connect with 
the Pennsylvania and other trunk lines, 
the company owns the Jaragua Iron 
Company, which comprises ex‘ensive 
ore lands in Cuba, with the neces- 
sary equipment for operation. The 
ore here obtained is high grade Bes- 
semer ore. It is carried on the books 
of the company at $600,000, but its 
value in the opinion of the manage- 
ment is in excess of $10,000,000. 

The corporation’s other subsidiaries 
are the Union Iron Works Company of 
San Francisco, which, in turn owns the 
Union Iron Works Dry Dock Com- 
pany, and the San Francisco Dry Dock 
Company, recently acquired. This is 
the largest shipbuilding plant and dry 
dock on the Pacific Coast, the birth- 
place of the battleship Oregon. 

Samuel J. Moore & Sons Corpora- 
tion, with foundries and machine shops 
at Elizabeth, N. J., was merged in 
1907 with two of the corporation’s 
smaller shipbuilding subsidiaries. It 
builds small craft and does marine re- 
pair work. 

The Harlan & Hollingsworth Cor- 
poration owns a shipbuilding plant at 
Wilmington, Del., with a dry dock, 
boilershop, foundries and a large car- 
building plant. These plants have 
been steadily improved until its equip- 
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ment and facilities for economical man- 
ufacture have been completed. 

The Bethlehem Iron Mines Com- 
pany was incorporated in 1908 to ac- 
quire all mining rights that may be 
taken up by the Bethlehem Steel Cor- 
poration, exclusive of those of the Jar- 
agua Iron Company. It owns a con- 
trolling interest in the Cheever Iron 
Ore Company, whose mine is at Port 
Henry, N. Y., and a mine at Port Bol- 
ivar, Texas, in Cass county, with con- 
nections to the Seaboard over the 
Atchison. The company’s chief field 
of operation is on the north shore of 
Cuba, where 190,000,000 tons of ore 
are “in sight.” This company’s ore 
holdings, valued at 15 cents per ton in 
the ground, are supposed to be worth 
$28,600,000. 


ORE HOLDINGS. 


Mr. Schwab’s fame will some day go 
down to history, not only as one of the 
best and most practical steel manufac- 
turers of his age, but as its greatest 
collector of iron ores. Besides having 
secured by contract 3,000,000 of the 
very finest Swedish ore for use in his 
ordnance plants, as well as a footing in 
China, with which to supply the Union 
Iron Works, he purchased last spring 
the Tofo Iron Mines in Chile. These 
mines are upon the surface of moun- 
tains 3,000 feet above the sea, to which 
the ore is sent by aerial tramway to be 
loaded into ships. Chile appears at 
first glance to be a pretty far cry, but 
as the ore, almost free from sulphur 
or phosphorus, contains 67 per cent. 
iron, or 17 per cent. more than the av- 
erage of the Lake Superior ores, it can 
be laid down via the Panama Canal, 
more cheaply than fhe Lake ore can 
be delivered to Pittsburgh. 

The importance of these ore hold- 
ings may appear trifling, until it is re- 
called that not only is Bessemer ore 
almost exhausted in this country, but 
that the market for ore in general, 
through the control of its transporta- 
tion as well as the Great Northern 
Ore lease and the absorption of the 
Tennessee Coal & Iron Company, have 
produced inflated values and costs 
for ore. 

The Chilean and Cuban deposits are 


suitable for the Bessemer process, 
which is the cheapest process commer- 
cially in use, but since Bessemer ore is 
almost exhausted, steel and iron com- 
panies with their capital invested in 
Bessemer furnaces are at a serious dis- 
advantage in competition with com- 
panies possessing a supply. 

So great in Mr. Schwab’s eyes are 
the value of these Chilean ores, of 
which there are between 60,000,000 to 
100,000,000 tons, that he has under 
consideration plans for the formation 
of a fleet of at least ten 15,000-ton 
steamers to carry his ore from Chile. 
Perhaps it was to build this fleet, or 
perhaps it was to enable him to bid for 
and build entirely in his own plants 
the great battleships of the world, that 
some months ago he bought the Fore 
River Shipyards, which, second to the 
Cramp Yards and the yards of the 
New York Shipbuilding Company, are 
the largest in this country. It was at 
these yards that the biggest battleship 
yet built—an Argentine dreadnought— 
was launched. The Bethlehem Steel 
Company made her armor. 

‘Unquestionably Mr. Schwab is very 
ambitious; he wants to build the Chi- 
nese navy. At any rate there are no 
iron ore deposits upon the Pacific 
Coast, and consequently no steel mills 
of consequence. Te all probability the 
Union Iron Works, which heretofore 
has been little else than a great repair 
shop, will take on a new lease of life, 
and it and the corporation’s other ship- 
yards will probably build some of the 
ships to supply the demand caused by 
the opening up of new trade routes 
through the Panama Canal. 


EARNINGS OF THE CORPORATION, 


The acquirement of these sources of 
raw material, together with the instal- 
lation of labor-saving and cost-reduc- 
ing devices, have been responsible for 
the great improvement in earnings of 
the past few years, but it is the variety 
and distinctiveness of the company’s 
products which has given the company 
a stability of earnings altogether re- 
markable in a steel company. In ad- 
dition to the usual products of a steel 
mill, such as pig iron, rails, blooms, 
billets, merchant bars, etc., the com- 
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pany is the producer of the best armor 
plate and ordnance in the country. It 
makes also ships, engines, machine 
forgings, gas engines and railroad car 
underframes. 

But the company’s most valuable 
product appears to be a patented struc- 
tural H beam, of the rights to the manu- 
facture of which the company has a 
monopoly in this country. This beam 
is superior to the ordinary structural 
beam, to which the sides must be bolt- 
ed by the contractor in the erection of 
a building or a bridge. 

The cost to the contractor of erect- 
ing a structure with this beam is there- 
fore much less than with any other in 
the American market. The beam 
which possesses equal strength, weighs 
10 to 15 per cent. less, an additional ad- 
vantage to the buyer, while on the 
other hand, it costs the Bethlehem no 
more to manufacture. The structural 
mills of the company have been run- 
ning at capacity through depression 
and prosperity alike. 

About a year ago a train left the 
plant of the Bethlehem Company load- 
ed with these beams. The Bethlehem 
people claim that it was the longest 
train ever sent out loaded with struc- 
tural steel. The train was a third of a 
mile in kong, and was sent to Daven- 
port, Ia. This journey gives a good 
example of the popularity of this prod- 
uct of the company, when it is recalled 
that the material was sold in competi- 
tion with that produced at Chicago, 
1,000 miles nearer the market. The 
difference in the freight must have 
been many dollars per, ton. 

Although the unfilled tonnage of the 
United States Steel Corporation fell 
from 7,932,000 tons on December 31, 
1912, to 5,800,000 tons on June 30, 1913, 
a decrease of about 27 per cent., the or- 
ders of the Bethlehem Steel Corporation 
fell less than 1 per cent., or from 
$29,282,000 to $29,000,000. Had the fall- 
ing of the Steel Corporation been given 
in dollars instead of tons, the shrinkage, 
on a falling iron market, would have been 
greater still. 

. GROWTH AND STABILITY OF EARNINGS. 

In comparison wit the United States 
Steel Company the net earnings of the 
Bethlehem Corporation have made the 


following comparison as to growth and 

stability : 

% of 6-yr. 

average. 
72% 
60% 
77% 
123% 


Bethlehem. 


Average $122.296,947 


The percentage figures show the rela- 
tive tendencies of the two companies and 
speak for themselves. It should be ob- 
served that in the depressed business year 
of 1911 the earnings of the Steel Corpo- 
ration fell off 30 per cent., while those of 
the Bethlehem increased by 7 per cent., 
showing the greater stability of the lat- 
ter’s earnings. This performance, so far 
as I know, is unique among the Steel 
companies in that year. Last year Beth- 
lehem’s earnings increased 9 per cent. 
Those of the Corporation increased but 
3 per cent. The greater decrease in the 
unfilled orders for U. S. Steel indi- 
cates a continuance of Bethlehem’s more 
favorable comparison during the pres- 
ent year. 

The internal comparison of Bethle- 
hem’s earnings, as shown in table here- 
with, indicates the growing value of the 
company’s stock. 

The corporation has outstanding $14,- 
908,000 of 7 per. cent. preferred stock 
upon which 5 per cent. is now being 
paid, and $14,862,000 of common. The 
funded debt is $32,441,533, making the 
company’s total capitalization $62,211,- 
533. Since 1907 the amount applicable 
to dividends have increased from 10 per 
cent. to 19 per cent. upon the preferred 
stock, and from 5 per cent. to 12 per 
cent. for the common. 

Few persons outside the steel trade 
appreciate how woriderful has been the 
development of the Bethlehem Steel Cor- 
poration under Mr. Schwab’s aggressive 
management. This year the company is 
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PROGRESS OF BETHLEHEM STEEL. 


Total capitalization. 


$55,907,000 Increase 20% 6-yr. aver.$2,895,000 


Bal. for divs. after 
depreciation. 


6-yr. average 


spending at least $5,000,000 at South 
Bethlehem. This work includes doubl- 
ing the open hearth furnace equipment 
with new furnaces of 90 to 100 tons ca- 
pacity, in place of the present 60-ton 
furnaces. The result of this continued 
physical expansion will be that whereas 
formerly the armor plate, ordnance and 
specially manufactured forms of steel 
constituted about 65 per cent. of the to- 
tal gross business, upon the completion 
of this work they will comprise less than 
30 per cent. 


EFFECT OF TARIFF. 


As to the tariff outlook, I feel that the 
Bethlehem Co. is in a stronger position 
to withstand the effects of the tariff, not- 
withstanding its nearness to the Atlantic 
seaboard, largely on account of the spe- 
cialized nature of its products, such as its 
patented beam, and armor and ordnance 
works. In the latter products it has for 
many years competed in the world’s mar- 
ket with a high degree of success. In 
addition, it will benefit not a little from 
lower duties on ore and on ferro man- 
ganese. 

Unquestionably, the balance in the 


% of 6-yr. Repairs, depreciation % of 6-yr. 
average. and ore extinguishment. average. 

91% $1,803,000 62% 
92% 2,210,000 70% 
103% 2,810,000 97% 
3,262,000 113% 

3,525,000 122% 

3,760,000 130% 


Increase 68% 
% of 6-yr. 
average. 
44% 
51% 
68% 
109% 
152% 
177% 


% of 6-yr. 
average. 
103% 
25% 
55% 
138% 
139% 
141% 


Total surplus Dec. 31. 


$2,100,000 
2,467,000 
3,268,000 


5,270,000 
7'309,000 
8.518,000 


$1,463,000 Increase 38% 6-yr. aver.$4,822,000 Increase 133% 


workings of the tariff will affect the 
company unfavorably rather than other- 
wise. At the same time, it seems likely 
to lose much less than its competitors. 
Despite this fact, however, and despite 
Mr. Schwab’s able and aggressive man- 
agement, continued reduction of costs 
in operation, the benefits which may ac- 


crue to the corporation from the acquisi- 
tion of the Chilean ore mines and the 


consequent possibilities for increased 
business on the Pacific Coast, and the 
possibility of growth of shipbuilding due 
to increase in coastwise traffic through 
the Panama Canal, nevertheless the out- 
look for a severe and prolonged business 
depression, which I have discussed in 
former contributions to this magazine, 
seems so certain, that I am not bullish 
upon any steel stocks, even the Bethle- 
hem, at the present time. 

However, Bethlehem Steel stocks will 
bear watching closely. To my mind, 
they are the most promising of the steel 
company stocks and should give the best 
account of themselves of any stocks of 
this class when general conditions be- 
come more favorable. 














Investment, Pure and Simple, Obsolete 


By HENRY HALL, Author of “How Money Is Made in Security Investments”’ 








WISH that I had the power of de- 

| scription of a Thomas W. Lawson, 

for the sake of setting forth the 

absurd position of the man, who, in these 

modern times, proudly claims to be “an 

old-fashioned, conservative Investor,” as 
distinguished from a Speculator. 

Dear old-fashioned Investor, the man 
who “utterly abhors Speculation,” how 
dear to the heart of the capital-seeking 
corporation and banker thou art! You 


and your brethren in every rank and 
station in life, in this land of the free and 
home of the brave, pile up in the aggre- 
gate about one full billion dollars a year 
of surplus money, through brainy enter- 
prises, hard labor or frugality, or all 
three 


That glittering pile of dollars is badly 
wanted for the promotion and extension 
of legitimate business enterprise in the 
United States. Indeed, it can earn an 
income for its possessor only after it has 
been embarked in some form of prac- 
tical enterprise; and the natural destina- 
tion of the bulk of it is, of course, in- 
vestment in the new issues of stocks and 
bonds of corporations that wish to ex- 
tend railroad tracks into new territory 
or double track existing lines, or wish 
to buy more machinery or build new 
factories, or establish new stores or 
develop new mines, or in some other way 
extend the appliances of production, 
transportation and distribution to keep 
pace with the demands of an ever in- 
creasing population. 

There is not a word to be said against 
investment of the savings of a nation in 
its multiplicity of business pursuits. 
This is all right and proper. But the 
terms upon which savings shall be in- 
vested, and the question of how long they 
shall be allowed to stay there, are quite 
another matter. 

The annual accumulation of surplus 
money in private hands, large even in 
the bluest of hard times, fairly fascinates 
and hypnotizes the seekers after capital 
for corporations, new and old. Finan- 


cial agents of corporations, private 
bankers, bond houses and corporations 
themselves throughout the length and 
breadth of the land, and another class of 
men of whom I will speak presently, all 
want some of that money. Their minds 
are concentrated intensely upon the ways 
and means of getting it. In the aggre- 
gate, an acre more or less of advertising 
appears in the newspapers of the country 
daily, bidding for some of this new cap- 
ital. Bond salesmen to the number of 
thousands steadily canvass the cities and 
villages of the country every day of the 
week. Attractive circulars are printed 
by the ton and distributed broadcast 
through the mails. Not one device, 
which the human mind can invent is 
neglected, in order to induce the public 
to part with its savings and put the 
money into stocks, bonds, and other 
securities. And the enterprise of the 
corporations and financial agents in this 
respect, is heartily and enthusiastically 
seconded by.a race of keen witted gentle- 
men, who thrive by intelligent Specula- 
tion alone, and who, when it is believed 
the public hoards will soon be released, 
hastily load up with stocks, in order to 
have the pleasure of handing them out 
to conservative, old-fashioned and slow- 
moving Investors, at a subsequent ad- 
vance in price. 

To all these financial interests, sincere 
and insincere, constructive and specu- 
lative, the old-fashioned Investor, the 
man who abhors Speculation, the man to 
whom “the price is nothing as long as 
the purchase is for investment” is the 
darling of one’s heart, the apple of one’s 
eye, the corner stone of success in the 
campaign. This fine old fellow buys re- 
gardless of price, when he is sure “the 
turn has come” (and generally long 
thereafter) ; and he takes the vast bulk 
of all the securities offered or afloat, at 
whatever may happen to be the price at 
the time, puts the stuff away in his de- 
posit box and goes about his business, 
paying no attention for years to what 
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may be happening in that dreadful mart 
of detestable “Speculation,” which goes 
by the name of Wall Street. He clings 
stubbornly to his stocks ‘and bonds, 
through thick and thin, through booms 
and panics, and he is seldom on the 
watch for anything in the security 
markets, except for the next new offers 
of bonds, notes or shares, and the rate 
of income he can obtain by buying them. 
This picture may be a little overdrawn, 
but it is very near the mark. It certainly 
describes a large class of Investors. 


* * * 


| KNOW, and probably every reader 
does also, of millions of money 
which were put into 3% per cent. bonds 
by old-fashioned conservative Investors 
in 1897-1899, and into stocks in 1906, 
and into other securities at other dates, 
which will never return to those In- 
vestors, and perhaps not even to their 
estates, during the lifetime of their heirs. 
It is hard to see any set of circumstances, 
under which some securities are likely 
ever to return even to the extreme top 
prices of 1909. It is inconceivable that 
British consols, with which many old- 
fashioned Investors in England are 
loaded, at from par to around 112, will 
ever return to those figures. Why dwell 
at any length upon this aspect of the sub- 
ject? Stock-market history overflows 
with instances of the flotation of large 
masses of securities which were blindly 
taken by the old-fashioned investment 
public, which could be sold today by their 
original possessors only at a loss of per- 
haps billions of dollars. The old-time 
style of Investment was wasteful and 
costly beyond words. 
This being the case, this fact having 
been painfully and bluntly forced upon 
the consciousness of the conservative in- 
vestment world, by a thousand instances 
and by many hard jolts and bumps, what 
is the answer? To my mind, Investment, 
as formerly conceived, should be consid- 
ered an obsolete art. In the minds of 
thousands of progressive-minded men, it 
is already an obsolete practice. There is 
no place for it, at any rate, in the affairs 
of a man who has his fortune to make 
or who is trying, slowly and laboriously, 
‘to gain such an increment to capital, as 
to place him beyond the necessity of daily 


labor in his later years. Wherein lies 
the advantage of buying something, for 
the sake of the income, when invested 
capital may shrink enough thereafter to 
cancel the whole of the receipts from 
dividends or interest for a long term of 
years? A man might as well try to 
carry a ladleful of quicksilver in the hol- 
low of his hand, on the top of a jolty 
Fifth Avenue omnibus. By the time he 
has reached his destination, a large part 
of it would be gone. 

The fact is, the prudent Investor will 
henceforth become a long-pull Specu- 
lator in stocks and bonds. He should 
abandon all his hostility to Speculation, 
per se, look at the matter from the point 
of view of common sense, and not only 
save himself from harm, but also place 
himself in a position to add to his capital 
yearly, by regarding all his security in- 
vestments merely as transient holdings, 
to be sold, on average, once a year, al- 
though occasionally, he can wait two or 
three years before selling. 


* * * 


T will administer a severe wrench to 
the minds of thousands of men, 
sound, splendid, conservative people, 
who are as the salt of the earth in their 
respective communities. if they are to 
classify themselves as “Speculators,” or 
allow any one else to do so, and if they 
are to change the habits of a lifetime to 
the extent of consulting advisers and 
studyine conditions, with a view to 
emptving and refilling their safe deposit 
boxes, once a year, or once in two or 
three vears. But from the point of view 
of safety of invested capital and gaining 
a decent increment thereto, what else is 
to be done? From one cause and an- 
other, the security markets are always in 
process of going higher or lower. A 
stubborn speculative short interest or 
some other cause mav force some excel- 
lent stock to a price far above investment 
value at the moment, as for instance. in 
the case of U. S. Steel, common, which 
rose to 94% in 1909 against the short 
interest. The same stock sold at 61%, 
about a vear later. What would an In- 
vestor have gained bv holding Steel com- 
mon through those fluctuations? What 
he would have lost is perfectly apparent. 
namely, a sum of money equal to several 
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years’ dividends, to say nothing of the 
ability to buy more shares of the stock 
toward the end of the reaction. 

What would a man have gained, if he 
had failed to sell off all his standard 
bonds in the good times of 1909 and 
had held them until now? The income 
might be secure, but the capital would 
have shrunk materially, eaual in amount, 
in fact, in most cases, to two or three 
years’ interest, with no assurance of a 
material recovery in market value, for 
some time to come. There is no space 
here for citing a large number of specific 
instances. Nor is that necessary. 


* * * 


THE point I am trying to make is that 

the old habit of holding on to one’s 
securities, regardless of booms and 
panics, of hard times and good times, 
and of buying regardless of price, is a 
foolish proceeding, and should be aban- 
doned by even the most conservative. 
Safe deposit boxes should be emptied 
completely, by everybody, in periods of 
good times, when prices have risen above 
the normal. They should be allowed to 
stand empty a year or so, and then re- 
filled. 

I admit that some public danger would 
arise, if the foregoing advice were to be 
followed by the whole body of Investors 
throughout the United States, especially 
if they should all sell out, at once, at the 
top of a stock market boom. I well re- 
member the horror inspired in my own 
mind, a few years ago, by Thomas W. 
Lawson’s famous displayed advertise- 
ment in the newspapers, headed, in big 
type, “Sell all your Stocks and Bonds; 
and Keep on Selling.” Had that injunc- 
tion been obeyed at the time, there would 
have been precipitated the most terrible 
Panic the world has ever seen. Sound 
securities would have shrunk in value to 
the selling cost of book markers, and 
there would inevitably have been wit- 
nessed a severe and prolonved depression 
in trade. Happily, Mr. Lawson’s advice 
was disregarded. 


The damage inflicted by a simultaneous 
sale of investment holdings at the top 
of a boom would, however, be partly 
compensated for by a later tremendous 
rise in values, when Investors simul- 
taneously entered the market for repur- 
chase. In spite of the fact, that finan- 
cial panics would probably be more 
severe, if liquidation of investment hold- 
ings were general, if all Investors should 
assume the role of Speculators, we 
should have on the other hand more 
lively and excited bull markets, covering 
a wider range of price, when conditions 
favored a general investment and specu- 
lative demand for securities on the part 
of the public. 

I have conversed about finance with 
many men of mature years, men of the 
old conservative spirit, who bought when 
they had the money, with a view simply 
to income, and who put away stocks and 
bonds with the intention of never sell- 
ing them during ther lifetimes but of 
accumulating a nice hoard of good stuff 
for the benefit of their heirs. In no case, 
did I ever find one who did not lament 
the fact that some of his holdings had 
tremendously depreciated in value; that 
he had been tempted to sell, at some time 
or other, because of doubt as to the future 
of the security; but he had not 
sold because he did not want to “specu- 
late.” 

To many such men, a description of 
the wonderful changes in price of stocks 
and bonds since 1900, and of the many 
opportunities lost for adding, safely and 
conservatively, to capital, came as a reve- 
lation. They knew there had been panics. 
They knew there had been great booms. 
But they had looked on them as interest- 
ing incidents in the news of the day and 
as no particular consequence in the man- 
agement of their own fortunes. The lack 
of interest and desire to take advantage 
of booms and panics for their own 
emolument was almost incredible. 

The old-fashioned Investor should 
wake up, and take the position of a long- 
pull Speculator. 
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Monthly Net Earnings 








HIS table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 
annual results, and the “Investment Digest,” where other details of earnings will often 


be found. 
Stock outstanding 


(in millions). 
Current Change from Fiscal yr. Change from 
month. last year. te date. last fisc. yr. Pref. Com. 
Atch., Top. & S. Fe . $3,288,257 —$73,753 $6,147,300* +$72,219 114 193 
Atlantic Coast Linet > 177,520 —248,950 512,848* —312,212 ees 67 
Baltimore & Ohio . 3,048,778 +181,527 5,741,586* +481,925 59 152 
Boston & Maine . 1,386,938 —163,758 2,443,499* —341,360 3 39 
Buff., Rochester & Pittsb...Aug. 361,566 +17,862 687,545* +59,443 6 
Canadian’ Pacifict ......... . 3,961,139 —7 56,787 8,077,932" —1,088,171 66 
Central of Georgia " 132,092 —105,278 293,610* —231,695 15 
Central R. R. of N. J 1,197,391 —80,685 1,197,391* —80,685 None 
Chesapeake & Ohio . 1,179,023 —70,395 2,063,709* —50,544 eve 
Chicago & Altont h 430,808 +55,894 741,974" +29,643 
Chic., Burl. & Quincyt . 3,233,919 +194,373 5,520,815* +476,888 
Chic, Gt. Western » 431,706 +47 ,967 752,809* +92,940 
Chic., Mil. & St. Pault.... . 1,903,603 —1,045,639 4,133,917" —1,208,967 
Chic. & Northwesternt . 2,705,887 —170,758 4,525,734* —177,993 
Cleve., Cin., Chic. & St. L..Aug. 571,584 — 592,429 2,459,864 —2,290,109 
Colorado & Southern 7 435,313 +44,564 750,616" +53,503 Ist, 8; 2d, 8 
Delaware & Hudson 807,525 —46,975 5,104,630T +877,153 None 
Del., Lack. & Western . 1,378,413 —44,649 2,640,834* —26,370 None 
Denver & Rio Grandet . $83,679 +9,484 966,539* —88,999 49 
Eriet . 1,348,478 —460,107 2,792,921* —593,932 Ist, 47; 2d,16 112 
Gt. Northern 3,496,391 +849,601 3,496,391* +849,601 209 None 
Hocking Valleyt 4 288,050 +3,634 491,742* —17,938 None 
Illinois Centralt 991,805 +67,175 1,760,285* + 220,882 None 
Kansas City Southern ; 378,458 —5,444 662,182* —4,665 21 
Lake Erie & Western ; 104,277 —71,718 709,667¢ —37,019 11 
Lake Shore & Mich. So.... . 1,561,026 —559,642 11,886,537 +547,038 None 
Lehigh Valley ........ +-+-Aug. 1,328,681 —151,758 2,460,871* —419,864 ove 
Long Islandt b 566,670 +74,547 2,008,873t +339,105 None 
Louisville & Nashville . 1,154,635 —239,120 2,317,172* —177,837 None 
Michigan Central . 649,395 —347,548 6,091,987¢ +89,584 None 
Minn. & St. Louist........ % 222,431 —10,780 416,870* —12,168 5 
i . . 3. 454,266 —121,328 933,020* —140,505 12 
Mo., q 877,358 +14,946 1,609,763* +221,771 oe 
Missouri Pacific g- 1,541,321 —11,586 3,013,332* +11,331 82 
417,628" —3,038,613 Ist, Ps ; 24, 240 ba 


National Rys. of Mexico§..Aug. 372,32 —1,783,482 ’ " 
N. ¥- Cen, *. Hud. River. .Aug. —241,900 ee aiat +2,010,332 
N. se St. Louis... Aug. —75,652 1,577,312 Ist, 5; 52d, 11 14 
N. ¥°N . H. & Hartford... > —708, 313 3,979,899* 5 Non 157 
N. Y., Ont. & Western.....Aug. 352,446 —73,347 706,370* ens 58 
Norfolk & Westernt.. ° 5 —229,094 1,688,605* 22 100 
Northern Pacifict .. a q —250,464 3,630,295* None 248 
> ae “a . 4,226,849 —187,109 26,404,276t None 490 
4 arquettet —205,519 290, 12 14 


Cin., Chic. & St. Lt. a 916,680 21 24 3 654,834 7 27 
eee - ht 512° Ist, 28; 2d, 42 
49 





23 
Ist, 4; 2d, 15 
19 
None 
60 
None 


5,950,359 —i,254,482 39 
"743, 472 5 1,361,136* —3,326 39 
Western Marylandt -July 155,575 1,609,232* —501,976 10 
Wheeling & Lake Erie.....Aug. 240,832 416,959* —172,298 Ist, 4; 2d, 11 
Fiscal year ends June 30. fFiscal year ends Dec. 31. }Net earnings are atter deducting taxes. 
§These results are in Mexican currency. 
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HE items below are condensed from leading financial and investment publications 

and from official sources. Neither “The Magazine of Wall Street” nor the authori- 

ties quoted guarantee the information but it is from sources considered trustworthy. 

We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis-Chalmers—DECREE OF DISSO- 
LUTION signed by U. S. District Court, 
which practically closes receivership. Otto 
H. Falk, former receiver, is Pres. of the re- 
organized Co. 


American Beet Sugar. — ADVANCE 
SALES of 1913 production amount to at 
least 60% of estimated total. Co. has taken 
this action because of large world’s crop of 
sugar and new tariff bill. Best authorities 
look for low prices on raw sugars. Co. will 
operate but one factory in Colorado this yr., 
but Cal. prospects are brilliant. Expected 
that Co. will easily earn the 6% div. on pfd. 
but com. is now out of the div. class. Co. 
has reduced price to farmers for 1914 beets 
75c. a ton to $4.50. 


American Ice—10 MOS. EARNINGS 
ended Aug. 31, were over $1,325,000, an in- 
crease of about $1,000,000 over correspond- 
ing mos. of prev. yr. About $1,500,000 net 
is expected for full fisc. yr., equal to over 
10% on pfd. stock, against 2.5% prev. yr. 
All notes have been paid off and cash bal- 
anee on hand is understood to be over $600,- 
000. Total of 14% divs. on pfd. have been 
declared for the yr. 


American Light & Traction—STEADY 
IMPROVEMENT is shown by recent earn- 
ings, net increasing in Aug. about 14%. For 
12 mos. ended Aug. 31, gross increased 5.6% 
and net gained 5.7%. Co. is in position to 
warrant continuance of present 10% yrly. 
stock divs. on the com. 


American Malt—DIV. REDUCED on 
pfd. stock to 4% basis because operating 
Co., American Malting, reduced its semi-an- 
nual div. on pfd. from $1.55 to $1.24. Net 
earnings yr. ended Aug. 31 were only $403,- 
000 against $810,000 prev. yr. American 
Malt pfd. is 6% cumulative and accumulated 
divs. are now 20%. 


American Pneumatic—DECREASE IN 
GROSS amounted to about $20,000 in first 4 
mos. of current fisc. yr., as an indirect re- 
sult of tariff revision and reluctance of busi- 
ness men to place contracts. Last fisc. yr. 
balance above div. requirements was $197,- 

Hence first pref. divs. are still being 
earned about 4 times over and 2nd pfd. divs. 
are not yet threatened. No further prog- 
ress in matter of selling mail tubes to gov- 
ernment, which is still under consideration 
by commission. 


American Public Utilities. — GROSS 
EARNINGS for July increased 14.3% over 
July, 1912; net increased 13.7%. For 10 
mos. ended July, increase was 13.9% in gross 
and 17.2% in net. Yr. ended June 30, earn- 
ings on com. stock were 7.8%, after divs. on 
pfd. 


American Ship Building —PRES. WAL- 
LACE SAYS: “Marine affairs on Gt. Lakes 
have been poor with rates low. Co. has 
completed 14 vessels and has 12 more under 
construction. Present tonnage on the Lakes 
is ample but probably large amount of re- 
construction work will be done during win- 
ter on the smaller and older vessels.” Regu- 
lar div. of 14% on pfd., no action on com. 


American Sugar Refining.—-EFFECT OF 
FREE SUGAR is difficult to estimate. 
Purely as a refiner Co. ought to profit, but 
it owns stocks in Beet Sener properties 
which it carries on books at about $15,000,- 
000. These holdings will depreciate, but in 
the meantime there will be 2 yrs. and 2 mos. 
under only a slight reduction of tariff, 
wherein situation may become clearer. Offi- 
cial says that free sugar would destroy in- 
dustry in Louisiana and Beet Sugar industry 
east of Mississippi, carry prices of Porto 
Rican and Philippine sugars below cost of 
production and make Hawaiian production 
unprofitable. However, with production 
thus reduced, foreign prices would advance 
to a point where domestic producers could 
again enter the field. How long all this 
would require is problematical. 


American Telephone & Telegraph.—CON- 
STRUCTION EXPENDITURES of the Bell 
system in 1913 will be over $60,000,000. Co. 
always has to carry between $75,000,000 and 
$100,000,000 of “advance construction,” i. ¢., 
laying conduits, installing switch-boards, etc., 
to provide for future requirements. It has 
been found more economical to carry this ad- 
vance construction than to build in piecemeal 
fashion. The above $60,000,000 makes a total 
of $656,000,000 devoted to plant in 14 yrs. 
since present Co. was organized. In regard to 
question of Government ownership of long dis- 
tance lines, a director says: “No stockholder 
will part with any of his property without due 
compensation. The value of the long distance 
lines equals only $14 per share on the stock, 
and it has already declined over 18 points from 
the yr.’s high price. But it is far from set- 
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tled that Government has any serious wish to 
take over long distance lines for actual opera- 
tion.” Pres. Vail says: “Department of Jus- 
tice is endeavoring to reach a solution which 
will be just to the public and at the same time 
not sacrifice private interest.” 


American Woolen.—CURRENT OPERA- 
TIONS are from 65% to 70% of capacity of 
mills. In spite of low prices on products, re- 
sponse from buyers has been disappointing. 

owever, supplies of goods on hand are ab- 
normally low. Regular 134% div. will be paid 
on pfd. this mo. and div. question will go over 
for 3 mos. until next payment. 


Assets Realization—DIVS. FOR 1913 
total 7%, the same as previously paid. Co. 
says that in view of financial depression gen- 
erally evident during this yr. and consequent 
inability to dispose of securities, directors 
thought it not advisable to increase divs. over 
prev. yrs. 


Atchison, Topeka & Santa Fe.—PRES. 
RIPLEY SAYS: “Look for decreases in gross 
this yr., owing to effect of short crop of corn 
on movement of livestock and general condi- 
tions. However, we expect $2,500,000 to 
000,000 | more business from Calif. fruits than 
last yr.” He expects about the same earnings 
as last yr., 8.6% on the com. He adds that 
present situation of railroads is leading toward 
Government ownership and that he believes 

. this is sure to come. 


Atlantic, Gulf & West Indies.—BUSI- 
NESS UP TO CAPACITY is being done by 
au steamers and additional boats are needed. 

cry hoe increased over $200,000 over 1912, lat- 
ter having been a strike period. December 31 
last, Co. had no more steamer capacity than 
in 1910 and only 15,000 tons more than 1909. 
In the interval, $5,000,000 earnings have been 
added. Two new boats for Mallory line will 
be finished in summer of 1914 and two more 
boats will probably be ordered this winter. 


Baldwin Locomotive—-LOCOMOTIVES 
BUILT in history of plant, covering 82 yrs., 
have numbered 40,000. Of these 10,000 were 
built in the last six yrs. and 10,000 in the 5 
yrs. ended 1907. Co. may get pending order 
for 100 locomotives for Penna. R. R. 


Baltimore & Ohio —BIG GROSS EARN- 
INGS continue a feature, breaking all prev. 
records. Effects of the spring floods are still 
felt but repairs are 370 000. completion. 
_ damage about or July and 
Aug. net earnings ptt ate almost $500, over 


Bethlehem Steel—SCHWAB IS PESSI- 
MISTIC on the outlook and this has caused 
reports that he may discontinue divs. on ee 
stock. This yr. Co. will show between 
and 20% earned on com. after 5% on pfd., but 
mort of this is going into new construction. 

*s plants are near the Atlantic, so that they 


might feel com ry openly: from abroad. (See spe- 
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Boston & Maine—ANNUAL REPORT 
yr. ended June 30, shows largest gross in his- 
tory of Co., but deficit (after 6% on pfd. and 
3% on com.) was $1,324,000, against deficit of 
$477,000, prev. yr. after full 4% on com. Oper- 
ating expenses consumed 785% of gross 
against 76.3% pr r. Additions and bet- 
terments were $7993, against $3,350,000 in 
1912. In the last fisc. yr: $2,094,000 was spent 
for equipment, chiefly 100 new locomotives. 
Management is doing all it can to improve 
property. Ton-mile rate, 1.054, was lowest in 
many yrs. 


Brooklyn Rapid Transit—BOND CON- 
VERSIONS into stock have been nearly $5,- 
700,000 since July 1, but even with all of the 
$28,901,000 convertibles outstanding July 1 ex- 
changed into stock, Co. would still be earning 
on about 8% basis for stock. July and Aug. 
gain in net was over 10%, an increase of 1% 
on stock for yr. as compared with 1912. Gross 
for Sept. showed gain of about $65,000 over 
Sept., 1912. 


Buffalo, Rochester & Pittsburg —CON- 
TINUED PROSPERITY, based largely on 
activity in bituminous coal trade, which fur- 
nished 8,000,000 last fisc. yr. out of total ton- 
nage of 12,500,000. Good record of Co. was 
made possible by advance purchases of equip- 
ment a yr. ago. 


California Petroleum. — LARGE EX- 
PENDITURES for development will be nec- 
essary from now on. If 5,500,000 bbls. a yr. be 
assumed as lowest figure for output, it is es- 
timated that ony bbls. must be secured 
from new wells yrly. to make up for exhaus- 
tion of old wells. This means expenditure of 
$800,000 to $900,000 yrly., where management 
originally counted on only $400,000. This 
makes com. divs. impossible unless new wells 
show unexpected returns. Certain wells have 
been flooded with water and new borings have 
failed to yield as much as anticipated. The 
7% div. on pfd. is declared to be fairly secure 
unless further serious troubles develop. It is 
reported that Co. will probably be absorbed by 
a foreign petroleum combination, but this is 
not as yet confirmed. 


Canadian Pacific—NEW LAND POLICY 
was announced at reecnt meeting. Shaugh- 
nessy said that on basis cr Sg an acre, unsold 
lands are worth $88,02 irrigated lands 
should increase this by ‘$12, 12 $00,008 and lands 
on Vancouver Island by $7,000,000 more. Also 
600 town ee including Vancouver, appraised 
at $21,500,000, making total market value of 
lands $127, 000,000. Directors are considering 
conveying lands, town sites, and other inter- 
ests to a Co. in exchange for all its capital 
stock to be held in treasury; but same end 
may be accomplished by creating an invest- 
ment fund to be administered by trustees. It 
is considered probable that a bonus from sales 
of town sites would be available for stock 
some time during present fisc. yr. 


Central of pe gt hag 7 onl rete 
shows 6.5% earned on com. 


us over 
charges was $1223 000. agemst $1,205000 in 




















1912 and $575,000 in 1911. Pfd, divs. of $900,- 
were paid against none in prev. yrs. (Con- 
trolled by Ill. Central.) 


Central Leather—SHARP DECREASE 
in net shown in Sept. quarter, compared with 
1912. However, in first 6 mos. of 1913, Co. 
earned 634% on pfd., compared with div. re- 
quirements of 7% for full yr. Co. will prob- 
ably earn 4% on com. in 191 


Chesapeake & Ohio.—ANNUAL RE- 
PORT showed only 5%4% on stock, owing to 
unprecedented floods last Mar. and to strike 
of coal miners in W. Va. Nevertheless gross 
revenues gained $795,000 over rm yr., but 
operating expenses increased $1,815,000 and 
taxes $361,000. Operating ~ E of Co.’s 
Chicago Line increased 27% and its expenses 
decreased 8%, and $118,000 was earned toward 
interest on its bonded debt, all of which is 
held by C. & O. 


Chicago & Alton. OPERATING RATIO 
has been reduced to about 65% as a result of 
reduced freight train mileage and enlarged 
train loads. Road is benefiting from improve- 
ments, better terminals and new equipment. 
Generally believed that Co. has disposed of 
another block of bonds. Impression prevails 
that Union Pacific agreed to take $15,000,000 
of the $20,000,000 authorized in June, 1912, and 
has acquired to date $12,500,000. 


Chicago Great Western—PFD. STOCK 
will be cumulative as to divs. after June 30, 
1914. For yr. ended June 30, 1913, earnings 
were almost 3% on pfd., largest since reor- 
ganization in 1909. Current earnings, if main- 
tained during full yr. would exceed 4% on pfd. 


Chicago, Indianapolis & Louisville —AN- 
NUAL REPORT shows that Monon earned 
3.2% on com. last yr. against 2% prev. yr. 
Both income and expenses increased, but sur- 
plus was considerably ahead of last yr. 


Chi Milwaukee & St. Paul.—BAL- 
ANCE OR COMMON last yr., 8.6% against 
1.5% prev. yr., was largel y due to the big crops 
of 1912. Both gross and net made new high 
records. Total operating revenues, including 
earnings of the Puget Sound Line, were $%,- 


084,000 against 255,000 prev. yr., an in- 
crease of 18.7%. 
Chicago & Northwestern. — ANNUAL 


REPORT shows total operating revenue $83,- 
035,000, increase .of $9,337,000 over prev. yr.; 
net increased $3,656,000. Yr’s surplus was 
9.6% on com., compared with 7.5% preceding 
a. 

aioe Pneumatic Tool.—8 MOS. 
EARN GS, ended Aug. 31, were consider- 
ably ahead of 1912, but Chairman McGinley 
says there are indications of decreased buy- 
ing by railroads. No discussion of increased 
divs. “Money is being put back into property, 
where it will do stockholders the most good.” 
(Controlled by Bethlehem Steel.) 


Chicago Railways——-COST OF RENEW- 
ALS ya a remaining 15 yrs. of Co.’s fran- 
chise will be much less than heretofore and 
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will be mostly paid out of the renewal fund 
provided from gross earnings. Only improve- 
ments which Co. will be permitted to pay for 
by first mortgage bonds will be extensions of 
the plant. Earnings July and Aug. continued 
to show over 10% gain from last yr. 


Chicago, St. Paul, Minneapolis & Omaha. 
—ANNUAL REPORT shoued a surplus of 
8% for com. stock against 7% prev. yr. Div. 
requirement 7%. Maintenance increased $915,- 
000 over 1912 and transportation costs in- 
creased $463,000. (Controlled by Chicago & 
Northwestern. ) 


Cities Service. — DIV. ON PFD. was 
earned twice over in yr. er Aug. 31, for 
first time in history of Co > pie 5% on 
com. stock and is now comalng about 11%. 


Colorado Fuel & Iron—ANNUAL RE- 
PORT shows net income a little less than 
1912. It equals 4.6% on com. after deducting 
8% for pfd. Last yr. 35% back divs. were 
paid on pfd. but 39% remain to be paid. This 
may be cleared off this yr. Pres. Welborn says 
that not over 5,000 mine workers, or 40% of 
those employed in Colo., responded to strike 
call. Production now running 50% to 60% of 
normal, with conditions improving. 


Colorado & Southern—ANNUAL RE- 
PORT shows gross earnings $1,371,000, in- 
crease of $148,000 over 1912; surplus after 
charges was $199,000, a gain of $37,000. First 
2 mos. of current fisc. yr. gross gained — 
over prev. yr. and net increased $41,000 


Corn Products.—EARNINGS are running 
about the same as last yr. Margin of profit 
is too small to warrant any increase in 5% div. 
yo Co. is grinding 100,000 bu. of corn a 

ay. 


Denver & Rio Grande.—OPERATING 
ratio for 1913 was reduced to 73.6% against 
76.8% in 1912. Cost of maintenance of way and 
structures per mile was $1,388 in 1913 against 
$1,255 in 1912. Total operating revenue in- 
creased $1,170,000 over 1912 while net gained 
about $1,000,000. Surplus for divs. was 4.2% 
on pfd. against 2.3% last yr., but was smaller 
than any —— yr. for a decade. Gross 
revenues from traffic to and from’ Western 
Pacific gained 13% over 1912. 


Distillers Securities —-SMALL SURPLUS 
was shown for yr. ended June 30, equalling 
1.2% on stock against 1.6% prev. yr. Compe- 
tition was keen throughout the yr., especially 
in the spirits department, but costs were kept 
down by improvements and economies in oper- 
ating and distribution. All inventories have 
been valued at manufacturing cost to the par- 
ent Co. and have, it is stated, a market value 
$2,000,000 above the inventory price. (Con- 
trols U. S. Industrial Alcohol.) 


Duluth, South Shore & Atlantic.—AN- 
NUAL REPORT shows total operating rev- 
enue of $3,412,000, increase of $260,000 over 
AAR fe but net operating income decreased 
700 Deficit for yr. was $537,000 after 
—¥ ca compared with a deficit of $361,- 

in 2. 
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Erie—OPERATING PROGRESS has 
produced new records in all departments as a 
result of recent improvements. Double track- 
ing to Chicago not yet completed, nevertheless 
last yr. Co. increased its gross $6,154,000 and 
net $516,000 over prev. yr. Compared with 
2 yrs. ago gross showed an increase of $2,581 

mile and compared with 4 yrs. ago it was 
$5,044 more. Percentages of increase in 1913 
over 1909 are as follows: Total revenue per 
mile 23.7%; per train mile 23.3%; operating 
ex es per mile 23%; net revenue per mile 
24.9% ; per train mile 22.7%. 


Federal Mining & Smelting—FISC. YR. 
ended Aug. 31 showed earnings of 844% on 
pfd. stock, an increase of $124,000 over last 
yr., in spite of lower prices for lead. This 
issue is 7% cumulative, 134% back div. being 
now due. 


General Electric—NEW TARIFF has re- 
duced duties on electrical goods and will prob- 
ably be reflected in lower prices. Germany is 
most probable source of competition. Gross 
sales of Co. 8 mos. of 1913 were 15% aliead 
of last yr. 


General Motors.—READJUSTMENT OF 
INVENTORIES has_ involved _ charging 
against surplus since 1910 $9,960,000, or more 
than 50% of last inventory total of $18,170,- 
000. There are now outstanding less than 
$10,000,000 notes, of which $2,000,000 will be 

id off Oct. 1, 1914. Balance mature in fol- 
owing yr. Gross earnings for yr. ended July 
31 were 32.3% above 1912 and 100% over 
1911, while net gained 72% over 1912. If earn- 
ings are maintained on this scale, divs. on 
com. stock will soon be discussed. 


Goodyear Tire & Rubber. — GROSS 
EARNINGS for fisc. yr. ending Oct. 31, 1913, 
will approximate $33,000,000 against $26,000,- 
000 in 1912, with net earnings about 60% on 
com. stock against 53% last yr., after 7% on 
pfd. Capacity of plants is 10,000 tires a day, 
out biggest day’s run this yr. was 6,921 tires. 
Sales for July and Aug. were 34% ahead of 
last yr. and operations are now on a basis of 
85% of capacity. Last yr.’s div. was 12% 
and the. same or a larger div. is probable 
this yr. 

Great Northern.—GROSS INCREASE 
for yr. ended June 30 was remarkable, 18.9% 
—but expenses increased 21.8%. For new con- 
struction $6,050,000 was expended, for addi- 
tions and betterments $5,099,000, and for equip- 
ment $8,055,000—all these items unusually 
large. Co. charged out of income for refunds 
as a result of Minn. Rate Decision $750,000. 
During yr. stock was increased by $21,000,000, 
but certificates have not as yet been issued 
for the additional shares, hence the earnings 
of 11.7% are red on. the same stock as 
earnings of 10.3% prev. yr. 


—U. S. STEEL 
Steel Co. will this 


Great Northern Ore 
LEASE ends Jan. 1, 1915. 
yr. mine more than the minimum of 5,250,000 
tons. After above date, Gr. Northern Ore 
properties will probably sell ore in the mar- 


ket to all comers. Co. is opening up and de- 
veloping mines with this end in view, which 
requires conservation of cash resources for 
the present. 


Illinois Central — IMPROVED RE- 
SULTS have continued since June 30 and re- 
storation of 7% div. is a possibility. About 
85% of the stock is now held in U. S., whereas 
that per cent. was held abroad a few yrs. ago. 
Total operating ratio last fisc. yr. was reduced 
from 86.5% to 82.4% and expense for main- 
tenance of way and structures per mile was 
raised to $1,789 against $1,615 prev. yr. Cost 
of conducting transportation was $5,195 per 
mile, against $4,966. Revenue from both 
freight and passenger traffic was largest in 
Co.’s history. Increase in transportation ex- 
penses was due to floods in the South, in- 
creased cost of fuel, and growing loss and 
damage claims. It is now planned to raise 
the line between Mounds and Cairo, IIL, so as 
to prevent future damage from flood at this 
important -point. 


Interborough-Metropolitan.—FISC. YR. 
ended June 30, excess of receipts over dis- 
bursements was $788,000 against $2,125,000 
prev. yr. Decrease was due to smaller divs. 
from I, R. T. Co.—12% against 16% prev. yr. 
Directors give no official information as to 
future div. policy. If divs. on pfd. should be 
resumed, I. R. T. would have to declare an 
extra div. to furnish the money. Recent sale 
of I. R. T. bonds was considered successful, 
$22,000,000 out of the $30,000,000 being sold 
in two days. Bankers say that bonds were 
bought by ultimate investors so far as it is 
possible to determine. 


Intercontinental Rubber.—ANNUAL RE- 
PORT for yr. ended July 31 showed net profits 
of $205,000, a decrease of $903,000 from prev. 
yr. This unfavorable result was due to dis- 
turbed conditions in Mexico. 


International Harvester—BILLS PAY- 
ABLE, during 1911 and: ’12, increased $25,- 
400,000, while in the same period gross sales 
increased $24,000,000. For each $1 of new 
business, Co. had to borrow $1 of new money. 
This illustrates the large amount of cash 
needed to finance an expanding machinery 
business. Good credit has made these borrow- 
ings easy. An official says that amount of 
~ ay is normal at present and collections are 
air. 


International Nickel—CURRENT BUSI- 
NESS is well maintained and surplus for div. 
this yr. should exceed last yr., owing to re- 
tirement of entire bonded indebtedness, which 
required $445,000 for interest. 


International Paper—RUMOR OF CAN- 
ADIAN PLANTS must be accepted with 
some reservations. Now that new tariff has 
eliminated all duties on news print, logical 
procedure would be to gradually transfer man- 
ufacturing operations across the line. Co. 
owns 3,500,000 acres of timber land in Can- 
ada and can make news print $5 to $6 a ton 
cheaper there, but reported erection of $2,- 














500,000 factory near Grand Rapids is not likely 
soon to materialize. Supply of water power 
from the St. John River would not be ade- 
quate throughout the season and present fin- 
ancial conditions of Co. would not permit the 
necessary expenditures at present. 


International Steam Pump.—ANNUAL 
REPORT will show net over $1,000,000 
against $1,291,000 last yr. Co. has met many 
unfavorable developments in past 18 mos. 
Comipetition has been severe but price cutting 
is now reported to be passing. Loss of Pres. 
Guggenheim was severe blow to Co. 


Jersey Central.—ANNUAL REPORT 
showed 26.7% earned on stock against 21.9% 
in 1912. Divs. 12% yrly. Undistributed earn- 
ings in 1913 were equal to about 3% on the 
stock of the Reading Co., which owns 53% 
of Jersey Central. Balance not paid out in 
divs. was applied to additions and better- 
ments or to a reserve fund for that purpose, 
nothing being added to surplus. 


Kanawha & Michigan.—TOTAL IN- 
COME for fisc. yr. ended June 30 was $1,- 
416,000 against $1,298,000 in 1912. Balance 
for divs. was 11.2% on stock against 10.2% 
prev. yr. (Contr. by Chesapeake & Ohio). 


Kansas city Mexico & Orient.—CON- 
STRUCTIO F BRANCH San Angelo to 
Del Rio is under consideration by receivers. 
Traffic has been unexpectedly large since 
connection with Southern Pacific at Alpine 
a few mos. ago. Reported that the Atchison 
is most likely purchaser of road when sale 
poo Southern Pacific also may be a 

idder. 


Kansas City Southern.— IMPROVED 
PHYSICAL CONDITION of the property 
was an important factor toward the gross 
increase of $1,500,000 last fisc. yr. Operat- 
ing expenses were kept well in hand, so that 
surplus for com. was 2.7% against 0.15% in 
1912. Operating income increased 36.7% 
compared with an increase of 15.4% in gross 
—an unusual showing under present condi- 
tions. Road is now rounding out into first 
rate operating condition, with terminals and 
road bed in better shape than ever before, 
while elimination of curves and grades has 
increased tonnage capacity about 25%. 
Large part of tonnage is through business. 


S. S. Kresge —INITIAL DIV. of 4% for 
full yr. 1913 on com. is well within Co.’s 
means as 10.6% was earned on com. in 1912 
and so far this yr. net earnings are well 
over last yr. 


Lackawanna Steel.—SEPT. QUARTER 
gass0 total income of $2,007,000 against 
1,033,000 prev. yr. For 9 mos. to Sept. 30 
cares after charges and depreciation was 
$2,864,000 against $21,000 in 1912. Unfilled 


orders Sept. 30 were 255,000 tons against 569,- 
000 Sept. 30, 1912. 

Lehigh Valley—DECREASED EARN- 
INGS in July 
ferent condition of anthracite market. 


and Aug. were due to indif- 
The 
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decline in total freight receipts was rela- 
tively much less than in anthracite tonnage, 
which seems to indicate that other freight 
is holding its own or perhaps running ahead of 
last yr. 


Louisville & Nashville—INCREASE IN 
STOCK outstanding is largely responsible 
for decrease in earnings to 11.6% against 
15.9% prev. yr. Actual amount available 
for divs. yr. ended June 30 last was $8,380,- 
000 against $9,560,000 in 1912, and gross 
made a new high record at $59,465,000. 
Maintenance charges were unusually heavy, 
actually exceeding transportation costs. 


Maine Central.— ANNUAL REPORT 
shows increase in gross earnings and in 
maintenance of equipment. Slight decrease 
in maintenance of way and good increase 
in tons per train mile. Net after taxes $2,- 
495,000 against $2,423,000 in 1912. 


Maxwell Motor. — UNDERWRITING 
SYNDICATE had to take about 80% of 
Co.’s stock. Pres. Flanders believes div. on 
first pfd. will be earned this yr. with some 
surplus for 2nd pfd. Factories at Hartford, 
Conn., Auburn, R. I., and Tarrytown, N. Y., 
will be closed, and production concentrated 
at Detroit, Dayton and New Castle, Ind. 
Executive offices have been moved from 
New York to Detroit and 20 branch houses 
closed in different cities. Repair parts will 
be concentrated at New Castle. Contracts 
from dealers are now running about 500 cars 
a day and aggregate is expected to be in 
excess of Co.’s capacity. Production will be 
gradually increased so that early in 1914 
capacity will equal 2000 cars a mo. and later, 
after alterations and extensions, 4000 a mo. 
Co. has no outstanding notes or past due 
obligations of any kind. Material and sup- 
plies are being paid for promptly and ad- 
vantage taken of cash discounts. 


Mexican Petroleum. — PETROLEUM 
TRANSPORT stock to amount of $900,000 
par value is to be distributed to Co.’s stock- 
holders pro rata. For each share of Mexi- 
can Pet. holder is entitled to subscribe to 
01723 dollars of Pet. Transport stock. 


Minneapolis & St. Louis.—SURPLUS last 
fisc. yr. was $451,000 against deficit of $667,- 
000 in 1912. This equalled 7.6% on pfd. 
stock. Big crops were main factor in im- 
provement bit merger with Iowa Central 
improved transportation conditions. Cur- 
rent earnings are now holding their own 
with last yr. It is still too early to discuss 
divs. on pfd. 


Minneapolis, St. Paul & S. S. Marie.— 
FISC. YR. ended June 30 was best in histor 
owing to improved commercial and agricul- 
tural conditions. Expenses increased more 
than half the gain in gross, but heavy 
charges were made io mainteance. Sur- 
plus for divs. gained 30% over 1912 and 
equalled 18.4% on com. stock against 13.6% 
in 1912. Wisconsin Central, which is 
Chicago division of the Soo, gained 14% in 
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over prev. F a with operating ratio 
66.2% against 9.3% in 1912. rnings were 
4% on com. against .33% prev. yr. 


Missouri, Kansas & Texas.—PANAMA 
CANAL may aid this road by opening new 
lines of traffic. It is argued that interior 
will reach Pacific Coast via Panama and 
North and South lines instead of over East 
and West lines. For example, low priced 
water transportation may result in ship- 
ments St. Louis to San Francisco and Los 
Angeles by Galveston or New Orleans and 
thence by water. Cost of water transporta- 
tion averages about 1/6 as much as by rail. 


Missouri Pacific—INDEBTEDNESS TO 
GOULDS has been cleared off. 4 yrs. ago 
loans were $14,417,000, but last an. report 
shows only $425,000 notes payable and most 
of this has since been paid off. Co. now 
has no floating debt and Bush management 
has brought surplus up to $1,500,000 in 1913 

inst deficits of $5,000,000 in 1911 and 

000,000 in 1912. In 2 yrs. Co. has re-bal- 
asted 1250 miles, widened cuts and fills on 
1221 miles, laid 19 miles with new 100-Ib. 
rails, 262 miles with new 90-lb. rails, 320 
miles with new 85-lb. rails and 75 miles with 
released 75-lb. rails. All main lines have 
been equipped with block signals, 2,155 
miles of telephone circuits installed, tele- 
spans fate, en gg ee on 923 miles; 7 

ountain locomotives bought, 55 
Mikado ee, 19 Pacific locomotives, 
1 Mallet, 5,400 steel underframe cars bought. 
Gross revenue per train mile has increased 
13.1% and operating ratio decreased 10.2%. 


National Railways of Mexico.—A NNUAL 
REPORT showed deficit of $465,000 after 
deducting 5% of net profits for reserve 
funds, and pfd. divs. amounting to $1,153,- 
000, against surplus of $53,000 prev. yr., re- 
— profit and loss surplus June 30 to 


New York Connecting Railway.— 
BRIDGE NOW BUILDING across Hell 
Gate by this Co. will join New Haven and 
Pennsylvania systems and will cost over 

'000,000. Of this amount, $7,700,000 have 
been expended to June 30 last. The two 
Cos. guarantee all debts, principal and in- 
terest, each owning 50% of stock, for which 
par in cash was paid into treasury. 


New Yo New Haven & Hartford— 
CURRENT EARNINGS are at the rate of 
about 4% on the stock. July and Aug. 
showed reduction in net of $1,318,000 after 
cee, which is on the basis of $27,000,000 

rly. against interest charges of at least 

600,800. 1 leaving divisible balance of $7,- 
‘on on $157,000,000 New Haven stock. 
Co. has $42,000,000 floating indebtedness. 
Gross revenues are showing signs of reces- 
sion, Aug. receipts Roving been $310,000 be- 
hind last if Mass. Public Service Commis- 
sion & has mele authorized Co.’s looulag $67,- 
ebenture bonds, which will give 

much eel funds for ‘improvements. 


New York, Ontario & Western —OPER- 
ATING RATIO showed remarkable de- 
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cline, being 71.2% in 1913 against 78.9% in 
1912. This is lowest since 1909. Gross earn- 
ings gained $926,000 but expenses were kept 
down to same level as prev. yr. Mainte- 
nance of way and equipment was slightly 
less, but appears to have been sufficient. 
Balance for com. 2.1% against 0.8% in 1912. 


Norfolk & Western—INCREASE IN 
STOCK outstanding to $100,133,000 against 
$85,653,000 in 1912, as result of conversion 
of bonds, prevented per cent. earned on 
stock from advancing materially above 1912. 
Exact figures are 10.6% for 1913 and 10.3% 
for 1912. Cost of operation was slightly 
higher than 1912, operating ratio being 
65.3% of gross against 64.6% prev. yr., but 
this increase was largely due to heavier 
maintenance charges. Increase in direct 
cost of moving traffic was slight in spite of 
adverse conditions. Co. has ordered 24 elec- 
ag locomotives from the Westinghouse 

°. 


Northern Pacific. —BIG MAINTE- 
NANCE EXPENDITURES were a feature 
of last fisc. yr. Increase was over 24%, 
gain in gross earnings having been about 
14%. The big earnings were seized upon 
to fatten the property. Expenditures on 
maintenance of way were 30% over prev. 
yr. In all, maintenance took 25.7% of gross 
against 23.7% in 1912; nevertheless balance 
for divs. was 8.7% on stock against 7.9% 
in 1912. Practically all the gain in gross 
came from freight revenues. Passenger 
earnings showed only small increase owing 
to sharp competition. Joint ownership of 
the Burlington road is an important ele- 
ment of strength, as latter Co. earned 12% 
to 14% on its stock against div. require- 
ments of only 8%. 


Pacific Mail—CO.’S FUTURE will soon 
be decided by conference with directors of 
Southern Pacific. Question is whether Co. 
will continue to operate in connection with 
So. P. in spite of refusal of government to 

ermit railroad-owned steamships to use 

anama Canal. If So. P. retains the steam- 
ship Co., vessels will probably: be converted 
into oil burners. 


Pacific Telephone & Tele poe —Pres. 
McFarland testified before Railroad 
Commission that reproduction eall of Co.’s 
property in Cal. was approximately $51,- 

and present value of holdings about 
85% of that amount. He stated that if 
Commission’s proposed rates went into ef- 
fect Co. would earn only 2%% on above 
valuation. He said $4,000,000 would be 
— on construction in Cal. during 


Pennsylvania Railroad—SALE OF AN- 
THRACITE PROPERTIES will not ser- 
iously affect earnings, as these properties 
have not been directly profitable. at- 
ever benefit Co. has received from them has 
been indirect. They comprise about 9% of 
total U. S. anthracite production. Co. is un- 
derstood to be in the market for 100 loco- 














motives. Last fall an order for 144 was 
placed with Baldwin Co. and work on it is 
still under way. 


Peoples Gas.—INCREASE OF STOCK 
from $35,000,000 to $50,000,000, additional 
stock to be offered at par to stockholders 
on basis of 10% of present holdings, has 
been announced. Also regular div. rate is 
to be increased to 8%. Co. has in hand im- 
provements and extensions calling for ulti- 
mate expenditure of over $40,000,000. New 
plant will take about $25,000,000 and other 
extensions nearly as much more. Co. has 
outstanding about $43,000,000 bonds and 
could issue $2,000,000 more under present 
refunding mortgage. Probably a new mort- 
gage will be authorized to provide for fu- 
ture needs. 


Pittsburgh Coal—ACCRUED DIVS. on 
the 7% pfd. are now $10,800,000. Earnings 
last yr. were the best since 1907 but equalled 
only 7.5% on the pfd. so there seems little 
chance of paying off back divs. out of earn- 
ings. Issue of bonds to cover back divs. 
has been discussed, but this might place Co. 
in a dangerous position through increase in 
fixed charges. 


Pittsburgh Steel—SURPLUS FOR YR. 
ended June 30 was equal to 11.4% on pfd. 
stock against 12.4% prev. yr. 


Reading. EARNINGS DECLINED dur- 
ing 2 mos. ended Aug. 31 as a result of sharp 
decrease in anthracite shipments. However, 
returns compared favorably with same mos. 
of 1911 and 1910. Reading’s merchandise 
traffic is becoming a larger and larger fac- 
tor in its earnings. For the remainder of 
the yr. anthracite movement should hold its 
own with last yr. Co.’s income account last 
fisc. yr. shows 16.8% for stock but perma- 
nent improvements on the road charged to 
income, surplus earnings of Reading Iron 
Co. and Reading’s equity in larg: surplus 
of Central of N. J. would swell the per cent. 
on the stock to about 24%. 


Republic Iron & Steel.— BUSINESS 
BOOKED guarantees full operation to Nov. 
1. There is no basis for reports that pfd. 
div. will be cut. Earnings for 1913 will be 
more than double div. requirements. Work- 
ing capital is about $13,500,000, which is in 
excess of Co.’s bonded debt. 


Rock Island —ANNUAL REPORT of C. 
R. I. & P. Railway (which is parent Co.’s 
source of income) shows 5.4% earned on 
stock. Gross increased 10.3% over prev. yr. 
while operating expenses grew 12.3%. Prop- 
erty investment account increased $9,500,000. 
Gross earnings first 3 mos. of current yr. 
were nearly $400,000 below 1912, when busi- 
ness was exceptionally good. Surplus for 
divs. these 3 mos. was probably not more 
than 2/3 of div. requirements for the period. 


peel READIUSTMENT OF OPER- 
ATIONS has been going on during 3 mos. 
since present management took control and 
current net assets are now $19,000,000 
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against $12,000,000 at end of 1912. Net 
quick assets now equal par for Co.’s $10,- 
000,000 notes and a share for pfd. stock. 


Sears-Roebuck.—SEPT. SALES showed 
an increase of 38.3% over last yr. Sales for 
9 mos. were $64,648,000, an increase of 13.8% 
over 1912. 


Southern Pacific.—DECREASES of $194,- 
in gross and $1,544,000 in net were 
shown for first 2 mos. of current fisc. yr. 
Net after taxes lost $1,761,000.- Department 
of Justice has appointed a special attorney 
for the purpose of preparing and prosecuting 
the Government’s action against the So. P. 
to compel it to dispose of its holdings of 
Central Pacific. Should So. Pac. sell its 
Central Pacific it would only do so at a sat- 
isfactory price. The Cent. Pac. is in de- 
mand and while U. P. is the natural buyer 
it is hardly probable that it would be per- 
mitted to obtain the property without com- 
petition. Should sale take place suggestion 
was made in several quarters that it would 
likely lead to reports of melons by So. P. 


Southern Railway—BLANKET MORT- 
GAGE of $300,000,000 is planned to cover 
existing bonded debt and provide funds for 
future. growth of Co. 


Southern Steel. — NEW PLANT is 
lanned, which would eventually cost about 
$5,000,000. It will be located on a tract of 
about 8,000 acres, near Mobile, recently 
purchased, and will have initial capacity of 
1,000 tons of steel a day. Co. is reported to ° 
= purchased 50,000 acres of ore land in 
uba. 


St. Louis & San Francisco.—JUDGE 
SANBORN has granted receivers permis- 
sion to pay $1,500,000 principal and interest 
on bonds and mortgages and for extensions 
and expenses. For 12 mos. ended June 30, 
’Frisco’s gross earnings increased 9.5% and 
net gained 15%. This showed ability to 
keep down expenses. 


St. Louis Southwestern.—ANNUAL RE- 
PORT for yr. ended June 30 was best ever 
issued by Co. There was a healthy increase 
in business, traffic was handled more eco- 
nomically and liberal expenditures were 
made for maintenance. About 94% was 
earned on pfd. stock against 8.1% in 1912. 
Gross earnings increased 10.4% and total 
income increased 14.7%, as a result of more 
economical movement of traffic. Expendi- 
tures for upkeep charged to operating ac- 
count absorbed 30.9% of operating revenues 
against 30.3% in 1912. 


Tennessee Copper —SULPHURIC ACID 
production is at rate of 18,000 to 20,000 tons 
a mo. Co. has not cancelled its contract 
with International Agricultural Chemical 
nor made any change in contract price. Co. 
is now making good profits on its copper 
output. Development of iron-ore deposits 
is being held in abeyance. 


Twin City Rapid Transit—DIV. PROS- 
PECTS are thought to be improving and 
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7% on the com. is hoped for before long. 
Estimated earnings for 1913 indicate surplus 
for stock about $251,000 over last yr. or 
at rate of 12% yrly. on stock. 


Union Pacific.—NO EXTRA DIV.— 
Chairman Lovett issued the following state- 
ment: “Question of disposition of large 
cash fund realized from sale of So. ?. stock 
and of certain other assets has received 
careful attention. Conclusion was that it is 
inexpedient to deal with this subject at 
present. None of various plans considered 
contemplated any division of surplus either 
in cash or securities which in its result 
—, increased present yield of the 
stock.” 


United Cigar Stores. —-SELLING CANDY 
will be tried in a number of Co.’s stores in 
N. Y., medium priced candy in boxes being 
placed on sale at a price close to cost. 
Officials state that they hope Co. can in- 
crease its profits and at the same time at- 
tract new customers to its stores. The new 
soda fountain department is so far success- 
ful, but has not yet passed the experimental 
stage. Sept. sales of Co. increased $225,- 
000 over last yr. and 9 mos. sales gained 


$2,450,000 


United Dry Goods.—SIX MOS. ended 
July 15 showed net income just equal to 
fd. and com. divs. This was a decrease of 

722 from 1912. 


United Fruit—EXTRA DIV. of 2% pay- 
able in cash Nov. 1. Yr. ended Sept. 30 was 
highly successful, with net profits between 
14%4% and 15% on the $36,594,000 stock. Co. 
has 4 sources of profits: Fruit earnings, 
sugar profits, miscellaneous income and 
merchandise business. Miscellaneous in- 
come in last fisc. yr. was about $1,000,000. 
The merchandise business is credited to 
banana operations, so that amount of profit 
does not appear in published income ac- 
count. 


U. S. Cast Iron Pipe.—LOUISVILLE 
PROPERTY will not be sold immediately 
but plants will be kept in condition to per- 
mit resumption of business should con- 
ditions warrant. Decision to suspend work 
at Louisville resulted from shortage of or- 
ders and unfavorable location of city for 
iron industry. 


U. §S. Industrial Alcohol—REGULAR 
DIV. of 1%4% on pfd. stock, payable Oct. 
15. Co. is controlled by Distillers Securities 
and recei ~ from this div. are badly needed 
by that 


U.S. nent umenueste BUSINESS in- 
dicates earnings equal to yr. ended Apr. 30 
last, according to Chairman Black. He 
does not agree with those who declare that 
building operations in lower Manhattan have 
been too extensive to permit satisfactory 
profits. Earnings last fisc. yr. were 9.2% 
on stock. 


U. S. Rubber.—PRES. COLT says: “Busi- 
ness of Co. first 8 mos. of 1913 exceeds 1912 
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and notwithstanding recent falling off in 
sales, indications are that the entire yr. will 
be better than 1912.” 


United States Smelting —PURCHASE 
OF Last Chance group of 14 claims from 
the reorganized Nevada-Utah Co. has been 
announced, presumably for about $100,000. 
This property adjoins both the United States 
and the Utah copper mines and has pro- 
duced $1,500,000 ore. 


U. S. Steel—NEW BUSINESS is com- 
ing in at rate of 60% to 70% of capacity, or 
about 32,000 tons a day against shipments 

of 40,000. It is expected that earnings last 
half of 1913 will be much smaller than first 
half. Third quarter is estimated at about 
$38,500,000 and fourth quarter may not ex- 
ceed $34,000,000. This would make total for 
yr. $148,000,000, giving a surplus after divs. 
of $35,000,000 or $40,000,000. This would be 
just about enough to cover new construc- 
tion, on we same basis as heretofore. 


Vir; Iron, Coal & Coke—ANNUAL 
REP( ee for yr. ended June 30 showed 
gross earnings of $4,331,000 an increase of 
$1,438,000 over prev. yr.; total income $616,- 
000, gain of $304,000. Deficit for yr. was 
$38,000, against $373,000 prev. yr. 

Vulcan Detinning—PFD. DIV. PASSED 
owing to poor business during last half yr. 
Accrued divs. on pfd. now amount to 22%4%. 


Wabash.—_RATE REDUCTIONS west of 
the Mississippi will cost the Co. at least 
$250,000 gross in current yr., according to 
Receiver Delano. He says: “This rate re- 
duction has been put into effect on local 
rates, but roads have not yet adjusted in- 
ter-state rates to meet local conditions. This 
will mean that local arbitraries and differ- 
entials between cities in this territory will 
have to be done away with. When these 
inter-state adjustments are made, there is 
every prospect that rate chaos west of the 
Mississippi will result. In respect to Wa- 
bash, new equipment, second track and other 
facilities may absorb loss in revenue caused 
by rate reduction. Plans for reorganizing 
the property are moving slowly but surely. 
Further improvements will be needed and 
reorganization will logically provide them. 
Last yr. facilities increased 10% but traffic 
increased 12%. 


Western Pacific.—FISC. YR. ENDED 
June 30 was most successful in history of 
Co. Gross increased 17.4% and net after 
expenses and taxes gained 72%. Balance 
available for fixed charges was, however, 
$1,441,000 short of interest requirements on 
first mortgage bond, Denver & Rio Grande, 
which guarantees this interest, had ‘just 
enough surplus to take care of the Western 
Pacific deficit, after charging out $389,000 
for improvements and $247,000 for renewals. 


Western Union.—FISC. YR. CHANGED 
to end Dec. 31, and next annual report will 
cover the calendar yr. 1913. For yr. ended 
June 30 earnings were 3.1% on stock against 








MINING STOCKS. 


5%4% prev. yr. Gross earnings increased 
$4°700,000 but operating expenses rose $7,- 
000,000 owing to increased wages and big 
expenditures for betterment of property and 
service. 


Westinghouse Air Brake —ANNUAL RE- 
PORT for yr. ended July 31 showed in- 
crease of $1,579,000 in surplus after deprecia- 
tion. Surplus equalled 2634% on stock 
against 20% prev. yr. During yr. cash divs. 
were $2,985,000 and $1,172,000 stock was 
issued. 

Westinghouse Air Spring—NEW TYPE 
OF SPRING for use of motor trucks and 
heavy omnibuses has been developed by 
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this Co. in past yr. These air springs have 
been tried out on buses in Pittsburgh and 
have proved popular. Vehicles ride more 
comfortably and wear better and speed can 
be increased 20% to 30% as compared with 
vehicles using steel springs alone. They 
are also less destructive to roads. 


Westinghouse Electri.—ORDERS ON 
_BOOKS are sufficient to carry Co. through 
to Mar. 31 next, even if no additional busi- 
ness were taken. Net earnings 5 mos. end- 
ed Aug. 31 were at rate of 124% on com. 
stock, against 8.2% prev. yr. Co. paid $250,- 
000 collateral trust notes Sept. 27 and ex- 
tended $1,250,000 for 9 mos. 





Mining 
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This section of the Investment Digest includes some of the more important prop- 


erties, in regard to which authentic and trustworthy information has ap 


the month. 


Alaska Gold Mines.—Co. had a cash bal- 
ance of $2,756,259 on July 15. Co. will treat 
upwards of 20,000 tons per day, or 7,000,000 
tons per an. Within last few mos. it-has been 
determined that Co. will make a radical de- 
parture in treatment of low-grade, gold-bear- 
ing ores, which has been thoroughly proven, 
and which will extract a very high percentage 
of the gold values of the ore. 


Anaconda-Amalgamated.—Anaconda_ de- 
clared the usual quarterly div. of 75c. a share. 
It calls for $3,249,376, of which $2,389,352 will 
be paid to Amalgamated as the owner of 3,- 
185,802 shares of Anaconda. The div. just 
declared will make a total of $13,033,184 that 
Anaconda has paid to stockholders this yr. 
and $82,044,888 since organization. Paying $3 
and selling around $37, the stock now yields 
810% as an investment. Anaconda has is- 
sued statement showing that 1903 to 1913 in- 
clusive, the Anaconda and North Butte Cos. 
paid a total of $2,001,504 in taxes in the state, 
on net proceeds of mines alone valued at $83,- 
053,068. Anaconda tax in Silver Bow County 
(Butte) alone amounts to more than $1,000 
a day. Since organization, Amal. has paid its 
shareholders a total of about $80,000,000, or 
an average of about 414%. 


Braden.—Report of Co. for Sept. shows, 
in underground development, No. 2 Fortuna 
Tunnel advanced 167 ft., the average for entire 
distance being 3.43% copper. Total copper for 
concentrates for mo. was 1,980,000 Ibs., while 
copper produced in blister was 1,332,000 Ibs. 
Results obtained in old mill has shown de- 
cided improvement. While saving is below 
expectations, 71.20% is encouraging; grade ore 


peared during 


on which this recovery was made was below 
average of the mine. Engineers say when new 
method has been adjusted, extraction will be 
75% on average grade ore. 


Chino’s output for Sept. was 4,435,873 Ibs., 
which completes the most successful quarter 
in Co.’s career. Co. has gained 50% over 
corresponding quarter of prev. yr. and has 
established an output of 15,000,000 Ibs. per 
quarter, or 60,000,000 Ibs. per an. On an aver- 
age cost of 7%4c. Chino should be able to earn 
almost $6 a share on a 17-cent metal market. 
Paying $3 a share and selling at $42, the stock 
now yields 7%. 


Goldfield—Co. reports for Aug. 32,119 
tons of ore mined and net earnings $194,000. 
Co. recently suffered a loss of $10,000 on ac- 
count of damage by cloudburst, but damage 
was repaired with only a few hours interrup- 
tion to operations. Co. is said to have a larger 
tonnage of ore in sight than for some time 
past. The preliminary statement for Sept. 
shows net earnings of $152,000. 


Granby Con.—Report for yr. ended June 
30 shows operating profit $1,214,599, or $8 per 
share, against $583,379, or $3.90 per share, in 
prev. yr. Interest on bonds in 1913 brought 
final net down to $7.50 per share. Costs were 
reduced more than a half-cent per Ib., or from 
1l.lc. to 10.6c. In 1912 Co. charged $979,461 
to its Hidden Creek investment, that amount 
having been expended out of treasury surplus. 
In 1913 no charge was made to Hidden Creek 
investment, expenditures on equipment hav- 
ing been paid from proceeds of bond sale. In- 
vestment at Hidden Creek past yr. amounted 
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to $1,058,724, and altogether this papa and 

equipment was 5 at end of fisc. yr. 

On June 30 Co. had a surplus of cash and 

uick assets over current liabilities of $2,587,- 
, equal to $17.25 per share on its stock. 


Greene Canan 
outpet of 3,148,000 Ibs. of copper, a total of 
33,525,100 Ibs. for the 9 mos. since Jan. 1. 


ea.—Co. in Sept. made an 


This compares with 34,442,000 Ibs. in same _ 


a last yr. Silver output thus far this yr. 

as been 1,015,813 ozs. pan 1,010,843 ozs. 
last Pe gold this yr. 5,406 ozs. against 5,126 
in 1912. 

Kerr Lake—Annual report for fisc. yr. 
ended Aug. 31, 1913, shows production of 2,- 
109,975 ozs. silver at cost of 21.39 cents per oz. 
The ore reserves at end of yr. were 6,019,300 
ozs. against 6,660,091 yr. previous. The oper- 
ating Co. reports net profits of $837,315, 
against $769,175 in preceding yr. and $937,379 
2 yrs. ago. Divs. aggregated $600,000 against 
$762,000 a yr. ago, and $1,338,000 2 yrs. ago. 
At end of yr. operating Co. had cash and quick 
assets of $821,092 in excess of current lia- 
bilities. 

La Rose Consol.—Production in Aug. was 
226,267 ozs. of silver, having a value of $133,- 
497. Sundry income $3,790, making a total 
of $137,287. Market and operating expenses 
were $57,142, leaving net profit for the mo. 

145. Cash surplus on Aug. 31 was $1,- 

148, and ore on hand and ready for ship- 
ment, $306,055. Current liabilities $26,079, 
leaving net surplus $1,780,124. Co. declared 
a — quarterly div. of 234%, payable 


Mines Co. of America.—It is understood 
that Co. has been forced to close down all 
Mexican properties with exception of the 
Creston-Colorado. Last yr. Co. suspended 
divs. for a time, but resumed early this yr. 
Co. had surplus and reserve of $2,579,107 on 
June 30. At meeting no action was taken on 
div. of 144%, which is due to be declared at 
this time. 

North Butte.—Underground developments 
have been extremely satisfactory, good ore has 
been found in places where formerly sought 
in vain. Ore continues to yield better than 
60 Ibs. of copper per ton, but of late the silver 
values have running higher than usual. 
Net copper costs are close to 9c. Co. could 
increase div. rate, but will build up a strong 
cash reserve so that no change from present 
$2 div. will occur. Co. will increase its 
mineral area to the extent of about 1,000 
oes. payment for which will be made in new 
st 


Nipissing.—Report as of Sept. 20 shows: 
Cash on hand, $1,192,297; ore and bullion in 
transit, $24,245; ore on hand, $182,980—total, 
$1,399,522. Co. declared regular quarterly div. 
of 5%, and 2%% extra, payable Oct. 20. 
Books reopen Oct. 18. 

Pearl Lake (Porcupine).—The delay in 
building mill is a simple business proposition, 
which will result in saving a large amount of 
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cost of winter work. The financial conditions 
are O. K. Money has been provided to care 
for necessities, and during winter, develop- 
ment work can be pushed to the 1,000-foot 
level and taking all veins on the crosscut from 
this will bring into actual reserves many 
hundreds of thousands tons of ore. The only 
indebtedness is owing Pres. Cartwright, who 
agreed to take full amount out of earnings 
after mill has been built and all other in- 
debtedness paid. 


Quincy.—With payment of div. Sept. 29, 
Co. had disbursed $30,842,500 since 1862. 
Despite total copper production of over 500,- 
000,000 Ibs., mine should still have before it a 
long life, as Co. has yet untouched an area 
of 1,260 acres. In 1890 Co.’s holdings con- 
sisted of but one section, and since that time 
it has acquired 5% sections, the whole forming 
one tract. This longevity makes Quincy one 
of the greatest of Mich. copper mines. 


Ray Consol.—One yr. hence. Co. should 
be producing at rate of 70,000,000 Ibs. of 
copper annually at a cost of 8%c. a lb. With 
copper selling at 17c. this would give earnings 
of $3.75 a share, and sufficient ore already 
demonstrated to last for 26 yrs. 


Shannon.—The output for Sept. was 1,232,- 
000 Ibs. of copper, compared with 1,248,000 in 
Aug. Co. also produced 213 ozs. of gold and 
9,000 ozs. of silver during Sept., compared 
_—_ 252 ozs. of gold and 8,750 ozs. of silver in 

ug. 


Utah Copper-Nevada Con.—Utah Copper 
has demonstrated its ability to produce—in- 
cluding its half ownership of Nevada Con.— 
157,500,000 Ibs. of copper an. at cost of 7% to 
8 cents a Ib. Careful calculations, which in- 
cludes every item of operating expenses, in- 
dicate that average cost throughout entire life 
of property will not exceed 7c. a lb. Nevada 
Con. produced in first half of this yr. 34,452,111 
Ibs., which is at rate of 65,000,000 Ibs. annually. 
Production for whole yr. should amount to 
66,000,000 Ibs. or 33 Ibs. for each share of 
issued capital stock. There is sufficient ore in 
the property to supply plant to full capacity 
for 14 yrs. and a pros that ‘sufficient more 
will be developed to last 3 or 4 yrs. longer. 
Co. has a large treasury surplus, and a railroad 
property worth several million dollars after all 
the ore in property has been exhausted. 


Cooper Notes.—Copper Producers State- 
ment for Sept. showed a decrease in copper 
stocks as of Oct. 1 of 8,520,943 Ibs.: 


Pounds. 

Prod. during Sept.............. 131,401,229 
Stocks on hand Sept. 1........ 38,314,037 
» A eee 169,715,266 
Deliv. during Sept............-. 139,922,172 
Stocks on hand Oct. 1........ 29,793,094 
Decrease in stocks........... 8,520,943 


Decrease in Euro stocks of 9,000,000 
Ibs, brings total world’s visible supplies down 
to approximately 82,000,000 Ibs. 

















SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes 


My Experience in the Mamet 


By R. F. WELLINGTON 
( Fourth Article ) 


HE other idea is based on something 
the same principle, but differently 
applied. 

Every tyro soon learns that in a gen- 
uine bull market the volume of busi- 
ness increases on the advances and tends 
to fall off on the declines ; while in a bear 
market the reverse is, in the main, true 
—trade gets lighter on advances and 
heavier on the breaks. 

If this is so, why can’t the principle 
be applied systematically? Why not 
count up the volume of sales on every 
one-point advance, for example, and on 
every one-point decline, and see which 
is the heavier, thus gauging the trend of 
prices? 

The answer to this is that prices may 
advance one point in ten minutes, and 
then take two days in declining a point, 
so that the point decline will include 
many small zig-zag fluctuations. That 
is, your decline would include a number 
of small advances, which would be 
counted on the down side because they 
did not extend to one point. It would 
seem as if this difficulty might be got 
around in some way, but I have never 
been able to do it. 

A variation of the idea is to base your 
count on intervals of time, instead of on 
prices. For example, you may. record 
the volume of some stock during a pe- 
riod of ten minutes, and then review the 
price movement and see whether it has 
been in the main ‘up or down. Then 
you go on comparing each ten minutes 
with the preceding intervals of ten min- 
utes, 


This works better than when you use 
prices alone, but isn’t much of a success 
nevertheless. For one thing, business 
is usually a good deal heavier during 
the first hour than in any later hour, and 
also of a different character, including 
a much larger proportion of commis- 
sion orders and less of the “swapping” 
operations of the floor traders. 

Again, this hour-to-hour business is 
affected by the items of news that ap- 
pear on the page ticker; and in general 
is likely to be influenced by many 
trifling considerations that have noth- 
ing to do with the main trend of prices. 

I notice that Mr. Scribner Browne, in 
the articles he is now contributing to 
THE MaGAZINE OF WALL STREET, lays 
considerable weight on the volume of 
sales from day to day. I have also found 
this of some service, but the novice 
should be warned that a great deal of 
judgment has to be mixed with any such 
method of interpretation. The volumes 
merely indicate a temporary speculative 
or technical condition, and may be re- 
versed at any moment. And it is a dif- 
ficult art to interpret them successfully. 

* * * 


NOTHER mechanical idea that ap- 
peals to many people is the plan 
of workings on “new highs” and “new 
lows.” Perhaps this method is more 
generally studied than any other. A 
leading Wall Street daily makes fre- 
quent editorial comments along this line 
which are really nothing more nor less 
than an attempt at “chart-reading.” 
The principle is this: When the mar- 
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ket has been swinging within a narrow 
range for some time, and then prices 
break out of the rut either up or down, 
the movement is likely to run for some 
little distance and generally to continue 
until the same indication points to a re- 
verse movement. 

This idea has never at any time ap- 
pealed to me strongly, because the oper- 
ator who works on it must necessarily 
always buy on bulges and sell on 
breaks. This is contrary to common 
sense. 

For example, suppose prices decline, 
then swing over a range of three points 
for some time, then start up and ad- 
vance seven “points from the bottom; 
then again follow a three-point channel 
for a time, and finally break out of that 
channel and decline. The operator 
would buy about three and one-half 
points above the bottom and he would 
sell about three and one-half points be- 
low the top. If he got any profit at all 
out of the seven-point movement he 
would be lucky. 

He would have to get a termpoint 
movement in order to make a three- 
point profit, even when he was right. 
Since he would probably be frequently 
wrong, he would work under a heavy 
handicap. 

There is something in the idea, prob- 
ably, but the market makes so many 
false starts and there are so many loop- 
holes for mistakes in the practical ap- 
plication of the plan, that it seems to me 
to have but little value. It’s like all the 
rest of these mechanical schemes—you 
have to have so much judgment in or- 
der to use it profitably that you might 
about as well depend on your judgment 
in the first place. 

* * * 

Alt I have ever got out of any such 

plans as those mentioned above 
has been a familiarity with the tech- 
nical conditions of the market. As a 
result of this knowledge I have been 
able to make some money in stocks; but 
I would probably have made more and 
got to making it more.quickly if I had 
never heard of any of these patent 
schemes. 

Almost everything is subject to some 
one or more broad general principles 
which may be studied out and applied in 
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some practical way; but so far as I have 
discovered down to date, stock specula- 
tion is an exception. The common ex- 
planation which will be at once suggested 
by the average observer is “manipula- 
tion.” He will tell you that speculative 
stocks are run up and down at the caprice 
of the big operators. 

Perhaps this is true—certainly I could 
not dispute it on the basis of any per- 
sonal knowledge. Or it may be that the 
“psychology of the crowd” is so abso- 
lutely erratic that it is subject to no gen- 
eral controlling principles. Or again 
one might say that the speculative move- 
ments of prices are really at the mercy 
of fortuitous events, happening practi- 
cally by accident all over the world—that 
is, by accident in the sense that the ordi- 
nary observer cannot predict them. 

Whatever the reason, either there is no 
such controlling principle in speculation, 
or if there is it has eluded me and all the 
other students whose efforts have come 
within my knowledge. 

* ok * 
T HE only way I have ever made money 
in stock trading is to work on the 
principle of averages. Whenever I make 
a trade I do so in the full recognition of 
the fact that I am likely, or at least lia- 
able to be wrong. 

I reason in this way: There are neces- 
sary limits to the movements of prices. 
The stock of the Reading road, for ex- 
ample, could not very well sell below par 
under anything like present conditions. 
On the other hand, it could not well sell 
at 250 under present conditions. If, then 
general conditions appear to be fairly 
good, every ten points that- Reading de- 
clines add to the probabilities that it will 
soon turn upward. Or, if there has 
been no apparent improvement in gen- 
eral conditions, every ten points that it 
rises increase the probability that it will 
soon turn downward again. 

I use this merely as an extreme ex- 
ample. An actual examination of price 
movements over a series of years shows 
that prices really do move within much 
narrower limits than I have mentioned. 

Suppose, then, that during what I be- 
lieve to be a bull market Reading declines 
sharply and comes to a pause, the trade in 
it falling off to small proportions. I 
figure that the chances favor an advance 














from that point. I therefore buy a small 
amount of the stock, and if the decline is 
renewed I close out at a small loss. An- 
other decline of perhaps five points en- 
sues, again followed by a pause and dull 
markets. I reason that the chances for 
an advance are now better than they 
were when the price was five points 
higher, and try it again. Perhaps I 
might have to try a third or even a fourth 
time, but my chances are constantly im- 
proving. 

What I am really doing is to make a 
series of guesses, on each one of which 
I believe at the time that I have a better 
than even chance; and I try to make the 
guesses in such a way that my chance on 
each one is a little better than on the 
previous one. 

* * * 


T? go a little more into detail, suppose 

that I believe we are in the midst of 
a prolonged bear market. Such a mar- 
ket will be interrupted by rallies from 
time to time, running five points or more 
for the active stocks, and usually lasting 
at least a week or ten days—often longer, 
of course. 

When such a rally occurs I am look- 
ing for the top of it. When the buying 
power seems to die out and prices come 
to a standstill or begin to “wobble,” I 
sell short with a stop one-half to one 
point above the previous high price. (I 
am aware that the above will not help 
the novice to locate the exact point at 
which to sell. Every trader has to use 
his own methods about that. I am 
merely describing the general course of 
my operations. ) 

If my stop is caught I try again. 
Sometimes I get left and the market 
goes down without me, but usually I 
manage to get short before the rally ends. 

After the market starts strongly down- 
ward, I protect my trade by a stop one- 
quarter below the point where I sold 
short. Then I forget the trade until I 
see some signs that the bear market may 
be over. Sometimes, of course, my stop 


would be reached by a second rally run- 
ning a little higher than the first one. 
But in that case I am then busy looking 
for the top of the second rally. 

When I think the bear market may 
have culminated (I am never sure of it 
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until after the upward movement gets 
started), I close all my short stocks. 
Then if I conclude that it was a false 
alarm and we are having nothing but 
another rally in a bear market, I put my 
short line out again. 

I rarely succeed in buying stocks for 
long account at the end of the bear mar- 
ket. About the best I can do is to cover 
my shorts somewhere near that point— 
“somewhere near” being a very elastic 
expression. But during the first upward 
movement of a bull market I usually dis- 
cover that the trend has changed. Thén 
I begin feeling for the bottom of the reac- 
tions, by practically the same method de- 
scribed above in locating the tops of ral- 
lies in a bear market. 

It may be asked how I discover that the 
trend has changed. In this way: When 
a prolonged bull or bear market—by 
“prolonged” I mean six months or more 
—reverses its trend, the first movement 
in the opposite direction is very sharp 
and on large transactions. I don’t mean 
the first day necessarily—it may take the 
new trend a few days to get going—but 
the first short swing, as we might say. 

The above is not very definite. But if 
you will take a diagram of any averages 
representing the movements of the mar- 
ket day by day, accompanied by the daily 
volume of sales covering several years, 
and examine the action of the market at 
the ends of the prolonged movements, 
comparing those with the short interme- 
diate rallies and reactions, you will prob- 
ably see what I mean. The market has a 
different “tone,” as one might say, when 
it is moving with the trend. 

* * * 

THE above paragraphs are far from 

being an effort to tell anybody how 
to do it. They are merely a rough de- 
scription of the way I, personally, go 
about it. I suppose success in this line, 
as in almost every other, depends on in- 
dividual aptitude. 

As to the results I have obtained, they 
are not nearly so good as I feel they 
ought to be, but I nearly always have the 
balance on the right side of the ledger 
at the end of a year’s trading, and they 
are good enough to encourage me to keep 
at it. I will gladly answer any questions, 
if readers wish to ask them. 

(The End.) 














Analysis of Recent Market Conditions 


An Experienced Trader Shows How the Temper of the Market 
Was Gauged from Week to Week 
By SCRIBNER BROWNE 








UR view of the market last 
month ended with the sharp 
advance of September 12. I 

said then that I thought the “lifting 
power” of the market had gradually de- 
creased, and that the general impres- 
sion made on me was of a possible cul- 
mination of the movement at an early 
date. 

In that view I proved to be correct. 
But I also said that the beginning of a 
bear movement would almost certainly 
be shown by declining prices on heav- 
ier transactions, and in that I was 
wrong. The market, as shown in the 
graphic herewith, eased off slowly on 
small transactions, and it was not until 
September 30 that any real increase in 
liquidation on the declines was no- 
ticeable. 

“IT am told,” as the phrase goes in 
Wall Street, that up to September 29 
the Union Pacific directors fully ex- 
pected to declare some kind of an extra 
dividend, and that their plans were up- 
set on that date by the opposition of 
the Attorney-General. One never 
knows much about the accuracy of 
such reports as this, but in view of the 
action of the market I am inclined to 
believe the story in this instance. At 
any rate, if true, it would account for 
the fact that liquidation did not begin 
in any heavy volume around the top 
figures, but began to appear about 
September 30. 

* * * 


ISTRIBUTION, if we use the 
common term—or realizing by 
large investors—evidently began with 
the large volumes of August 12 and 13, 
a little more stock was marketed dur- 
ing the four days beginning August 28, 
and still more October 10 to 19. But 
the activity was unusually light for a 
bull market which had been in progress 


for three months. This leads me to 
feel some lingering doubts, even after 
the decline that has followed, whether 
we have really embarked upon a pro- 
longed bear market. 

It seems to me that there is quite a 
possibility that we might run into a 
period of dullness followed by another 
advance to about the same level as was 
reached in the middle of September. 

Another indication that points in 
this direction is the small volume on 
the rather sharp decline which began 
October 3. Down to October 11 we 
had eight days of almost continuous 
decline, yet on only one of those days 
did the transactions exceed 400,000 
shares, and that day was not a par- 
ticularly weak one. These small trans- 
actions look more like professional op- 
erations than like any heavy liquida- 
tion by investors. 

Again, this last decline has run in a 
very narrow “channel,” as shown by 
the light diagonal lines. That is not 
characteristic of heavy liquidation. If 
it is to be a prolonged bear market, it 
starts off like a dull and dragging one, 
likely to be interrupted by frequent 
rallies. 

* * “par 
A\SIDE from the fact that liquida- 
tion did not increase on the de- 


clines, the markets during the last half 
of September showed the usual evi- 


dences of distribution. First one stock 
and then another was taken in hand 
and shot up on rumors, while the rest 
of the market either trailed after in a 
very languid fashion or refused to fol- 
low at all. 

There were melon stories on four 
stocks—Union Pacific, Reading, Ca- 
nadian Pacific and People’s Gas. 
The only one that made good was 
the People’s Gas. All this was am- 
ple warning that distribution was in 
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progress; but if there was any indica- 
tion of the exact turning point I wasn’t 
smart enough to see it. I was looking 
for a little more fireworks before the 
decline began. 

Said fireworks didn’t come off. 
Whether this was due to the failure of 
the Union Pacific melon scheme or to 
the indifference of the public, or the in- 
crease in the Bank of England rate to 
5 per cent. October 2, or to all of these 
put together; or whether the fireworks 
have been postponed until after January 
1, when the money markets may natur- 
ally be expected to become easier—on 
these points your guess is as good as 
mine. ' 

* * * 


SINCE September 30 the course of 
the immediate market has been 
downward plainly enough. While liqui- 
dation has at no time been heavy, it 
has increased on the declines, as the 
volume line shows clearly. 

In view of the narrowness of the 
market, the comparatively low level of 
prices—which are now almost back to 
where they started from July 16—and 
the light volumes on the whole of this 
last decline, I am inclined to feel that 
we should get at least a sharp rally 
pretty soon. But down to the moment 
of writing there are no definite indica- 
tions of a turn for the better. 

Steel common has been showing con- 
siderable resistance to the decline in 
the rest of the market for several days. 
This is important because Steel is the 
leader in speculative interest. I sus- 
pect the existence of an unwieldy 
short interest in that stock. Every- 
body expects much lower prices for it, 
owing to the new tariff and the trust 
prosecution program. Even if every- 
body is right, this might lead tempo- 
rarily to the creation of such a big 
short interest that the shorts would 
begin to bid prices up on one another, 
causing a considerable rally. 

In fact, it seems to me that the active 
stocks are now oversold to a degree that 
hardly any one seems to realize and that 
shorts are likely to find themselves in an 
samaneant position before long. Liqui- at D 
heavy on fhe recent Gecie. | RR RSS ESTES 
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Where Every One Has His Say 


[We invite our readers to contribute to this de 
uestions in regard to the science of invest- 
e marke 
with any contributors to 
your criticisms (space permitting), and we welcome all s' 
i appeals to you, we shall 
ever mind the style of a comments—this isn’t a 


interest to other readers, or to ask any 
ment, methods of operating, customs of 
If you with us or 


thing in our pages that especiall: 
get a line on what you want. 


terary contest—but please write on one side of 


rtment anything that may be of 


general financial conditions, etc. 
is magazine, we will gladly print 
gestions. If you find any- 

glad to know it, so as to 


per only. If you desire a personal 


reply to questions, please enclose stamped and self-addressed envelope. Address, THE 


UM, care of 


agazine of Wall Street.] 








“Mechanical Methods” 


Have They a Proper Use, and If So, What Is It? 








DITOR of THE MaGazIne oF WALL 
Street: I am much interested 
in your publication, and the at- 

tempts you are making to show that 
stock speculation is more of a science 
than a gamble. I have read nearly every 
copy of your magazine since it began its 
career, and I have gained respect for the 
opinions and the sincerity of its editors. 

That is why I want your opinion, in 
plain terms, of the value of charts to the 
speculator. The question has been much 
discussed in your pages from both sides, 
but the conclusions seem to be of the kind 
in which nothing is concluded. All the 
“doctors” appear to be wobbly on this 
matter. They nearly all confess to the use 
of charts themselves, but they nearly all 
at times exhibit a fine scorn for the “me- 
chanical speculator” and the “chart 
fiend.” 

As a matter of fact, the term “mechan- 
ical speculator” seems to be a remarkably 
good example of the old adage—“Give 


a dog a bad name and hang him.” You 
are, yourself, an expert tape-reader. You 
publish a letter which you evidently be- 
lieve of much value to speculators, the 
advice in which is, as I understand, based 
wholly on the indications shown on the 
tape from day to day, or hour to hour. 
Now isn’t tape-reading only another form 
of chart-reading, wherein the facts in- 
volved are merely kept in one’s head in- 
stead of being jotted down as a graphic? 

Mr. Selden publishes monthly in the 
magazine a very interesting chart show- 
ing the conditions of credit in the New 
York clearing house banks. He lays 
great stress, and app’ **ntly with ample 
warrant in history, on the movement of 
the line representing the ratio of loans to 
deposits as an indicator of fundamental 
conditions which affect the values of 
stocks and bonds. But is there anything 
less “mechanical” in following the indi- 
cations of these (or similar) lines, than 
in the more usual form of chart reading? 

















What is a stock-market chart but a line 
showing the fluctuations in the ratio of 
supply and demand for stocks, just as 
Mr. Selden’s chart shows the ratio of the 
supply and demand for credit? I fail to 
see where the study of one is scientific 
and of the other mere foolishness of 
“cranks” and those of little wit. 

All students of the market understand 
the paramount importance of the funda- 
mental conditions of money, crops and 
business in forming the great upward 
and downward swings of the market. 
But what had money, crops or business 
to do with the April rise this year, or how 
could the date of the subsequent severe 
fall during the first ten days in June have 
been located by their means? 

As for news, we all know the value of 
that element of speculation as an assist- 
ant in the transfer of cash from the pock- 
ets of the gullible to those more astute. 

As for rumors, they are the chosen 
tools of manipulators and the advantages 
of “inside information” are for the 
chosen few, the chosen very few. 

If then one seeks to buy or sell stocks at 
a profit oftener than once a year or so, 
may’ I inquire what other element in your 
opinion, Mr. Editor, is of more value in 
forming a reasonable opinion of the prob- 
able action of the market near at hand 
than a study of its own movements from 
day to day in the light of previous expe- 
rience? And if that isn’t “chart-read- 
ing,” pray, tell me what you call it?— 
R. 





My frank opinion is that charts or 
graphics are of great value to the specu- 
lator, provided they are rightly used. As 
we have often stated in the magazine, 
charts are the most convenient form in 
which stock market history can be re- 
corded. In no other way can the eye and 
the mind be made to grasp a situation so 
clearly and accurately, as by their use. 

far as we can learn, charts were 
first used in connection with the stock 
market twenty-five or thirty years ago. 
The first attempts were very crude, of 
course. C. B. Greene, a stock broker of 
that day, was one of the first to put them 
to practical use. He issued a booklet 
containing specimens, and showing how 
they worked. One of his theories was 
that when a stock made a double top or 
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bottom you should buy or sell it, as the 
case might be, and it often happened that 
the operator made money thereby. 

Then there arose a school of chart 
fiends and mechanical players who were 
blind to all else but what their charts in- 
dicated, and who tried to formulate 
mechanical rules for trading. These were 
based mostly on double tops or bottoms, 
the angle of the movement, the breaking 
through a line, etc. We have spent much 
time and money investigating these 
schemes, and have found a number of 
them that worked—sometimes, but in the 
end their inventors struck “the kind of 
market where it wouldn’t work.” While 
alterations were under way, another 
“change in market conditions” occurred, 
then another and another, and so on, ad 
nauseam. 

For myself, I have held charts in vari- 
ous stages of respect and disrespect, all 
the while striving to extract the greatest 
benefit and the least amount of harm 
from them. The insidious feature of the 
thing is, two men will often deduce ex- 
actly opposite conclusions from the same 
chart. Take the chart in the “Analysis 
of Market Conditions,” printed in our 
October number, it can be read both 
ways, bullishly and bearishly, according 
to the kind of indications on which the 
trader lays most stress. 

Our experience has led us to scorn the 
mechanical player or chart fiend, because 
he seldom mixes brains ‘with his chart de- 
ductions. To show you to what extremes 
he will go, there was one who actually 
constructed a machine on which he re- 
corded the transactions as they appeared, 
the machine indicating when it was time 
to buy or sell. Another kept a large 
ledger in which he entered a record of the 
sales in such a way that what he called 
the net balance of purchases or sales ap- 
peared daily, and his conclusions were 
largely based thereon. He was a me- 
chanical player and he was always short 
of funds. 

Another kind of chart player will do 
all his trading in one stock, and keep a 
chart of it which he will follow regardless 
of the rest of the list. His stock may be 
acting contrary to the whole list, but that 
doesn’t bother him. Then there is a 
type of chart player who keeps so many 
different records that they contradict 
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each other. His days are spent in mak- 
ing marks and his nights in trying to rec- 
oncile them. Between these two ex- 
tremes are chart fiends of varying horse 
power, whose chief failing is that they 
interpret their charts too literally. 

Figures, lines and other pencil marks 
have no brains. The individual must sup- 
ply them. Charts do not predict anything 
of themselves, but they are of value in 
forming one’s judgment. The author of 
“Notes on Office Trading” hit the nail 
on the head when, after explaining the 
various. charts, etc., which he used and 
found of value he said, “One fact seems 
to stand out as the result of my attempts 
—the supreme importance and necessity 
of judgment as the basis of trading de- 
cisions. There seems to be very little 
direct mechanical aid in judgment- 
forming possible.” 

In other words, charts can help you 
come to a decision, but they will not of 
themselves make the decisions for you. 
Your own judgment must be supreme 
and ‘results depend, I might say, abso- 
lutely on how you cultivate and use it. 

To attain success you must study the 
action of the market. This can be done 
from several points of vantage: (1) the 
floor; (2) the tape; (3) the quotation 
board; (4) the newspaper; (5) charts. 
Transactions occur and flow out to the 
public in the above successsion, and in the 
process of transmission and translation 
many of their most valuable indications 
are lost. 

The floor trader, while he cannot see 
what is going on in all the crowds, can 
flit from one important post to another, 
note the character of the buying or sell- 
ing, the nature of the bids and offers, the 
visible supply and demand, etc. These 
things are lost to the tape reader in an 
office; but he is compensated by his un- 
disturbed view of all the transactions a 
minute or two after they have occurred, 
this bird’s-eye view being the best any- 
where obtainable, in my opinion. 

Transfer these tape transactions to a 
board and you lose thirty or forty per 
cent. of them, as most rds contain 
room for only the most active stocks, and 
no place at all for the other highly numer- 
ous and important incidents which ap- 
\ pear on the tape and nowhere else. 

" Your evening newspaper, if it is either 


the New York Evening Sun or the Wall 
Street Journal, will contain the detailed 
transactions in an entirely different form 
from the way they appear on the tape. 
From this and the table of transactions 
many deductions can be made. But re- 
member that in this or any record of the 
transactions you lose very many of the 
essentials in judging the market. 

Few people can arrange their affairs 
so as to devote five hours a day to the 
study of the tape; so the majority who 
study the market intelligently are forced 
to depend on their newspapers. But I 
will say here that it is risky to work on 
any other than New York newspapers, 
because numerous errors and omissions 
in telegraphic transmission make them 
unreliable and incomplete. 

Anyone who thoroughly understands 
the stock market can take his pile of 
newspapers and gain a clear idea of what 
is going on, but it is almost impossible 
for him to charge his memory with the 
thousands of statistical items which make 
up the stock market’s record. So the in- 
telligent trader who is working away 
from the floor or the tape is practically 
compelled to keep some sort of mémo- 
randa. 

Experience has proved that stock mar- 
ket history can be most clearly recorded 
in graphic form. It is the use and not 
the abuse of these graphics that distin- 
guishes the intelligent operator from the 
mechanical player or “chart fiend.” 

I advocate the use of charts or graph- 
ics when they are used to record and 
illustrate past events in their relative im- 
portance. I believe that in this sense 
they are invaluable to both traders and 
investors. 

In this magazine you will note that we 
are presenting three or more graphics to 
every one which appeared in former 
years. This is because we are convinced 
of their value in showing at a glance, 
in a very small space, many phases of 
our complicated financial problem, from 
the daily fluctuations to the big, broad 
developments covering years (see the 
Brookmire graphic). Or take the fluc- 
tuations in fifty active stocks for three 
years back ; think what a mass of figures 
it Ree B. necessary Ay ——— eo 
what a -splitting job it woul to 
get the-meat out of them Yet we can 

















condense the whole into a half page and 
your eye instantly grasps the present 
position of the market, in relation to all 
the high and low prices during the 
period. 

Now, as to your question: “Tsn’t tape 
reading only another form of chart read- 
ing?” You have the cart before the 
horse. Chart reading is an imperfect 
form of tape reading. 

The tape is the original printed record 
of the market. Without it there could 
be few accurate newspaper or chart rec- 
ords. No chart can reproduce the tape 
and retain full value of the indications 
any more than a picture extracted here 
and there from a roll of film would give 
you the detail of the story. It is these 
details which make the true story. There 
is no accurate and complete substitute 
for the tape of the stock ticker. 

A confirmed chart player once said to 
me: “I can’t understand how you can 
see these changes of trend from three 
days to a week before they appear on my 
charts.” 

It is because the tape foreshadows, by 
indications which the charts do not and 
cannot record, changes in the technical 
position of the market. In due course 
they are visible to the chart reader. 

As to the value of news and funda- 
mentals, my address at the Finance 
Forum, in January, 1912, printed in this 
magazine about that time and since is- 
sued in pamphlet form, so completely 
covers my views on these points that 
there is nothing I can add. 

Stocks went up in April because they 
were put up, and they went down in June 
because they were driven down. 

In answer to the query in your last 
paragraph I should say that nothing is of 
more value than a study of the market’s 
movements from day to day, but this is 
not necessarily chart reading. The mar- 
ket may be studied from the figures— 
high and low prices, volumes, breadth, 
etc., without any charts at all. But we 
advocate charts as the simplest, most 
valuable and suggestive aid. 

And if anything here said makes in- 
consistent our past or future remarks on 
the same subject, please remember that 
the world moves and that we always have 
reserved and always will reserve the 
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right to alter our views in the light of 
additional knowledge and experience. 
RicHarp D. Wyckorr. 





I feel that there is a good deal of truth 
in R. S. K.’s remarks about the injustice 
of the odium that attaches to the use of 
charts and the drawing of “mechanical” 
indications from them. The man with 
a “system” has become such a joke 
among speculators that now one who 
keeps any sort of chart does it in a shame- 
faced manner, or very probably keeps it a 
secret altogether. 

Even if he has drawn his conclusions 
from a study of charts and graphics he 
will, when asked for his opinion, begin 
to talk learnedly about crops, money 
rates, technical conditions, etc. Yet 
charts and graphics are really nothing 
but exact records of the facts about 
crops, money rates, or technical condi- 
tions. There is no longer any reason, 
whether or not there may have been in 
the past, for refusing to recognize the 
usefulness of graphic records, and charts 
of prices and volumes have their legiti- 
mate place among such records. 


It seems to me that R. S. K. is in error, 
however, when he says: “What is a stock 
market chart but a line showing the 
fluctuations in the ratio of supply and 
demand for stocks, just as Mr. Selden’s 
chart shows the ratio of the supply and 
demand for credit?” I have never seen 
a chart which shows the ratio of supply 
and demand for stocks, and do not be 
lieve that such a graphic can be con- 
structed. 

Nor would I be willing to claim that 
the graphic which appears every month 
in “The Market Outlook” department 
shows the ratio of supply and demand for 
credit. It is simply the best index to 
that ratio, as affecting the stock market, 
that I have been able to discover down 
to date. New conditions might injure 
the value of loans and deposits as an in- 
dex, but for the last twenty years or so 
they have worked very well, and the use 
of them is founded on a common sense 
and logical basis. If new conditions 
arose, we would have to use our judg- 
ment as to whether the graphic was still 
of value or nat. 


And it is vastly more difficult to con- 
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struct any graphic which will give even 
an approximate index to the supply and 
demand for stocks than it is to make a 
graphic showing the main facts as to 
credit conditions or any of the other fac- 
tors which I am now taking up in “The 


Art of Interpreting Financial Condi- 
tions.” 

Any graphic record of facts bearing 
on the stock market should be of some 
value; but as an aid to judgment, not as 
mechanical indicator. G. C. SELDEN. 





N. Y. “Times” Averages. 


We recently wrote the Times as follows in 
regard to the daily average of 50 stocks: 

“We note from a letter received from 
you some time ago, that the average clos- 
“ ing pte is based on the last transaction 

of the day, and on days where there is 

no transaction in some stock contained 
in your list you use the last recorded 
price. This method of compiling the 
average closing price results in considerable 
inaccuracy, especially in dull markets. As 
= use fifty stocks it will frequently 
appen that several stocks are not quoted 
for perhaps two or three days in succes- 
sion, during that time the market may have 
advanced or declined several points, while 
for these stocks you are still using prices 
which were made several days previous. 

“The result is that your averages tend 
to hang back during periods of dullness 
and then to catch up with the market with 
a jerk when a day of active trading brings 
out quotations on all stocks. 

“This seriously interferes with the value 
of the last column in your table of averages, 
which gives the gain or loss for the day. 
For example, if the market has advanced 
an average of one point for all the stocks 
quoted on some day, but five stocks were 
not quoted, owing to dullness, then your 
advance for the day is only nine-tenths 
of what it ought to be. If this happens 
for several days in succession your closing 
average might be nearly half a point away 
from the true figure. Then if on the fol- 
lowing day an active advance occurred, so 
that all stocks were quoted, the gain for 
that day shown by your closing average, 
would be nearly half a point more than 
it should be. 

“This difficulty can be obviated by using 
the mean between closing bid and asked 
prices for all stocks, whether quoted or 
not during the day. This price would also 
constitute the high and low of stocks in 
which no trade had occurred during that 


oy. 
o this the financial editor of -the 
Times replied: 

“I have considered what you said about 
the relative advantages of the two methods 
of computing the average closing price, 
but after some consideration of the matter 
I do not feel that we would gain very 
much by making a chan A resurvey of 
last week’s averages indicates that in one 
relatively inactive stock, which I picked out 
for a test, the use of the mean of the bid 


and asked figures at the close of the day 
would have been less indicative of the real 
position of the market than was the last 
reported sale. 

“If, as you assume, a number of stocks 
were not quoted on any given day and 
the same stocks remained unquoted for 
a series of days, the use of the last re- 
corded price might throw the averages out 
considerably. This, howover, seldom if 
ever occurs. As a matter of fact we have 


from time to time, since we started these 
averages, made appropriate substitutions in 
the list so as to confine it so far as pos- 
sible to stocks which are steadily traded 


n. 

The fact remains, however, that this 
method of compiling the averages results 
in frequent slight variations from the real 
market. In considering weekly or monthly 
movements the difference is unimportant, 
but the daily changes in the closing aver- 
ages are not to be relied upon as strictly 
accurate. 


Loans and Deposits. 

In looking over your magazine for Oc- 
tober I find you show the percentage of 
loans to deposits for August, 1913, of all 
National banks as 107.2. Is this percentage 
not too high? The reason I mention this 
is for the good reason that I would like 
to have the correct figure—J. F. M. 

The figure of 107.2 for per cent. of loans 
to deposits, all National banks, August 9, 
is correct. However, please see the para- 
graph headed “Exchanges for Clearning- 
house” in “The Market Outlook” in the 
October number of THE MAGAZINE OF 
Watt Street. The facts explained there 
have the effect of raising slightly the per 
cent. of loans to deposits, owing to the re- 
duction of deposits below their natural 
level. The advance resulting from this 
cause is not important, however. 


“Line of Growth” in National Bank 
Figures. 


I notice that the per cent. of cash to 
deposits in last report on all National 
banks declined below the 1907 figure, and 
the per cent. of loans to aggregate re- 
sources advanced above 1907 figures. 
Should I make an allowance for this (as 
with the growth in loans and cash), or 
will these percentages adjust themselves 
when money conditions become easy again, 
keep on using the horizontal 


an 
line?C, J, J. 




















In regard to the National bank figures, 
there is no “line of growth” in the per 
cent. of cash to deposits or of loans to 
deposits. The total figures for all three 
items increase with the growth of the 
country, but the relations between these 
items are not affected by this growth. 
Changes in the percents are due to differ- 
ing business conditions. 





Yukon Gold. 

In the September, 1913, issue of THE 
MAGAZINE OF WALL STREET, on page 387, 
it is stated that the gross production of 
“Yukon Gold” is better than 32 per cent. 
on outstanding capitalization. Surely this 
can’t be correct in view of the present 
price of the stock, which is around 2% 
(par $5)?—L. N. 

The statement in regard to Yukon 
Gold was taken from one of the mining 
journals and we see no reason to think that 
it is seriously in error. You will note that 
gross production is referred to, and the 
expenses of this company are quite heavy, 
as the greater part oF the gold is obtained 
by the dredging process. Therefore 32 
per cent. gross would mean a very much 
smaller per cent. of net. Upon referring 
to Poor's Industrial Manual we find that 
the per cent. of gross to capitalization in 
the year 1912 was about 20 per cent. Ac- 
cording to current reports better results 
have been obtained this year. 





“Notes on Office Trading.” 


It has been a long time since I have 
had the good fortune to find anything on 
the subject of trading so profoundly in- 
teresting and so thoroughly practical as 
the series of “Notes on Office Trading,” 
recently completed. 

Its viewpoint is fresh; the author touches 
upon matters that I have never known to 
be covered before; he writes lucidly of 
other topics that we have had before only 
in a hazy way—for instance the note on 
“The Unit of Trading.” 

There is so much of good in it that it is 
hard to pick the features that seem most 
worthy of commendation; perhaps what 
impressed me most is the fact that the 
author is “general” and at the same time 
“specific.” He outlines principles and then 
with great patience and much skill pro- 
ceeds to give examples showing just how 
those principles apply in practice. Take 
the note on “Movements of Individual 
Stocks”—I am not sure of the exact title. 
In cold type it would have been good for 
one reading; I mean ex-illustrations. One 
would have been obliged to pass much of 
it by from failure to grasp what the author 
meant. But there it all was in charts show- 
ing just what he was talking about—and 
I read it a half dozen times. So it was all 
the way through; clear as crystal. 

Tt is a pleasure to tell you about it; I 
wish. we might know the author; I am sure 
he would be an interesting fellow. And 


THE FORUM. 


77 





I can see why he would write under an 


initial. In any event, let us wae more of 
his writing in the future.—C. 





The Element of Time. 

Henry P. Jones, of Buffalo, N. Y., sub- 
mits forms for making vertical line charts 
with the days of the month, one to thirty- 
one, printed on each, claimin that this 
makes proper allowance for the element 
of time. 

If we were to criticize the blank we 
would say that no allowance is made 
thereon for the month of February and 
other months of thirty days each. Per- 
haps the way to overcome this difficulty 
is to paste the sheets so that they lap. 





Lost Stock Certificates. 


If certificates of stock are lost or de- 
stroyed by fire or otherwise, is there any 
way by which the owner can obtain dupli- 
cate or new certificates, or does the owner 
have to stand the loss as so much prop- 
erty destroyed for him?—T. C. W. 

he owner can always obtain a duplicate 
provided he complies with the require- 
ments of the by-laws of the issuing cor- 
poration, which are usually to the effect 
that upon making a satisfactory proof of 
loss and filing an indemnity bond, a new 
certificate will be issued in place of the one 
lost or destroyed. The issuing of duplicate 
certificates of this kind has become so cus- 
tomary that the mode of procedure is made 
very simple. 





Likes Scribner Browne’s Articles 


I desire to express my high appreciation of 
the articles by Scribner Browne. They show 
how the mind of an intelligent, experienced 
speculator works. Haven't read anything in 
a long while so interesting and educative. I 
certainly hope he will continue them and con- 
tinue to illustrate them with charts. I am 
much interested in charts. As long as the con- 
trolling factors remain the same the record of 
what the market has done should give an indi- 
cation of what it will do. The record is neces- 
sarily defective or partial, and the factors sub- 
ject to constant change, so that there is a ne- 
cessity for the speculative judgment to decide 
every move, but the chart, it seems to me, fur- 
nishes the basis. From this point of view you 
can see why I value so highly the articles by 
Scribner Browne. READER. 





Indorsing Bond Coupons. 

Is it any use to indorse a bond coupon 
on back: to make it safer in ordinary 
mail?—A. C. 

It is not customary to indorse bond cou- 
pons which are transmitted through the 
mail for collection. The best way to do 
would be to deposit them in your bank 
and have them collect the amount ‘in pre- 
cisely the same way as.an ordinary check 
would be collected. 
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Thanks! We Can’t Deny It. 
Here’s a real bouquet: The October 
number of THe MaGazine or WALL STREET 
is worth the price of a yearly subscrip- 
tion. I mean it. 





BOOK REVIEWS. 
AMERICAN RAILROAD ECONOMICS. 


a 2: M. Sakolski, Ph.D., Lecturer in N. 

niversity School of ‘Commerce; 295 

RP with index (Macmillan). For sale by 
agazine of Wall St., price $1.35 postpai 

The heavy depreciation in standard railroad 
securities, various government investigations, 
application for increased freight rates and the 
problems of physical valuation and operating 
efficiency combine to make this boook especially 
timely and interesting. Many of these topics 
are covered by the use of the latest data relat- 
ing to railroads. 

The primary purpose is to assist investors, 
bankers and financiers in interpreting railroad 
and operating results. The railroads are stud- 
ied solely as business enterprises with refer- 
ence to actual American conditions. No at- 
tempt is made to lay down. rules and maxims. 
Facts and figures are stated in simple language. 
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Besides analysis of railroad reports, rates 
and rate regulation, railroad securities, rail- 
road expansion and unification are discussed. 
A concise description of the leading American 
railroad systems is included. 

Three chapters discuss physical features in- 
fluencing economical operation and financial 
status. The principal laid down is that con- 
struction and operation should be done at 
lowest cost consistent with traffic. Anything 
else is wasteful. 

Attention is called to the frequent fisuse of 
the common standard units such as the ton- 
mile and the train-mile. 

The author gives practical illustrations of 
how proper statistical analysis of railroad op- 
erating efficiency might be made. Railroad 
financial data is given a broad discussion. The 
uniform accounting system enforced by the 
Interstate Commerce Commission is briefly de- 
scribed and all technical terms carefully de- 


fined. The nature of the important items in 
the Income Account, the Profit and Loss state- 


ment and the general balance sheet is ex- 
plained. The meaning of railroad capitaliza- 
tion and railroad credit, and the proper inter- 
pretation of capitalization statistics concludes 


the book. 
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The Iron and Steel Situation 








STRANGE feature of the present finan- 

A cial situation is to see steel securities 

declining in a manner that would in- 

dicate the most wretched trade conditions now 

or in the immediate future, while there is not 

the slightest evidence of the development of 
alarming conditions in the trade. 

As a matter of fact, the trade itself cannot 
understand the why and wherefore of the 
hubbub that steel securities are raising in the 
market place, while in the factory all is in- 
dustry. ng range observers of the steel busi- 
ness cannot even reconcile the outlook with the 
theory that steel securities are discounting fu- 
ture conditions. If the stock market is dis- 
counting the future, it is looking so far ahead 
that the observers closest in touch with the 
trade must be near-sighted by comparison. 

A few days ago the United States Steel Cor- 
poration came out with figures showing that 
the unfilled orders were much larger than ex- 
pected. The decrease in the month of Sep- 
tember was equal to a mere five days’ output 
at full operation. 

Of course the tariff must come in for the 
brunt of responsibility for pessimism. It is im- 
possible that the larger public which owns 
steel securities can be accurately informed 
about conditions in the trade. They have 
jumped at the conclusion that because certain 
reductions in steel duties have come about, 
there must follow a mild cataclysm in the 
business, 

Over against this uninformed view stand the 
opinions of some of the best steel men to the 
effect that the tariff will not do anything like 
the amount of damage to the trade in this 
country that impetuous people believe. An 
adjustment of domestic conditions will result, 
but even here the dislocation will be slight. 
There will be no sudden and violent changes 
due to the tariff. It will rather be a slow 
process of evolution that will come about. 

Attempts to say that a certain and definite 
amount will’come off steel products per ton 
are necessarily only approximations. The 
mills will wait until iw come into actual col- 
lision with foreign prices and will then pro- 
ceed to meet them. The question of the tar- 
iff and its effect on the iron and steel business 
is so broad and so complicated that we can- 
not say offhand that trouble is in sight. 

Some years ago when tariff changes were 
made, European manufacturers prepared to in- 
vade this market. But the steel business the 
world over took a slump, and there was a lot 


of idle manufacturing capacity in Europe and 
idle invested capital. 

The steel makers abroad will go very cau- 
tiously this time. The European demand is 
practically great enough constantly to absorb 
the production. They will have to know 
pretty well where the business is coming from 
and, what is more, whether it will continue 
to come, before they will count on the Ameri- 
can market. The likelihood is that they will 
endeavor to market here only what they can- 
not sell abroad, without increasing their man- 
ufacturing capacity. 

Assuming that they did attempt to get a sub- 
stantial foothold in this market, it would have 
to be done at a very narrow margin of profit. 
The American manufacturers would promptly 
destroy this margin by price reductions, mak- 
ing it poor business for the foreign manufac- 
turer. The home manufacturers can do this 
and still make money. 

Fighting the home manufacturers will prove 
thin business for the foreign manufacturer, and 
he knows it. The Americans are too strong 
now. If this tariff had happened twenty years 
ago, the outlook would have been very differ- 
ent. But now the United States makes more 
than half of the steel of the world. 

The tariff has so far made no difference with 
the trade except in this respect—that it has 
held out hopes which have restrained buying. 
There has been some hesitancy in buying since 
we last wrote, but nothing like a slump in the 
steel business. The steel business is under a 
good momentum and it will take extraordi- 
7 conditions to get it down to a poverty 
asis. 

All the while this tariff talk has been going 
on, the stee] companies have been running from 
80 to 90 ee cent. of capacity with orders 
on the books to keep them busy for about five 
months ahead at this same rate of production. 
As shown by the United States Steel Corpora- 
tion figures, September was a good month. 
October is moving along in the same fashion. 
It does not require a boom to keep the mills 
of this country busy. 

Fundamentally the situation is sound. There 
is going to be a good business in steel for rail- 
road equipment. Some prices will doubtless 
be further adjusted, but not a great deal below 
prevailing levels. With one notable excep- 
tion, prominent people in the industry are not 
pessimistic. The best opinion is to the effect 
that until factories begin to suffer from lack 
of orders or through inability to compete with 
foreign made goods, we may as well postpone 


our fears as to the results of the new tariff. 














The Situation Summarized 








While an attempt is here made to divide the — “my factors into favorable and 


[ 
unfavorable, this classification is for convenience only. 
that the same factor may have a bullish effect in one direction and 
or may be bullish in its immediate influence, but con 

Also, it would be impossible to strike a balance in 


It should be fully recognized 
in another, 
taining pengorame possibilities for 

way, as one bullish 


factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


ERHAPS the most important of the 

P bullish features this month is the fact 

that lessened demands for money 

and Government deposits placed in the South 

and West have enabled the banks to strengthen 
their position somewhat. 


Commercial paper rates are easier, just 
at the time of year when they would nat- 
urally be firmer. This plainly shows the 
better tone of the money situation. 


Currency Bill prospects are more encour- 
aging. The emphatic protests of the coun- 
try bankers, as recently expressed at Bos- 
ton, have apparently impressed the political 
leaders at Washington. If the faults of the 
bill are remedied and the co-operation of 
bankers assured, passage of the bill will, in 
our opinion, be a bull argument. 


of the Tariff Law ends the un- 
certainty, and in that way its immediate 
effects ought to be helpful. The question 
of the final results of the low-tariff policy 
is too complicated to be settled off-hand. 


Comparative ease of call money at New 
York is, of course, a good feature of the 
situation. That factor alone will not always 
justify rising prices, but it is an important 
element on the constructive side. 


Approval of New Haven bond issue by 
Massachusetts Public Service Commission 
will enable that road to make a start on the 
way to better things. It is also a help to 
sentiment, as the New Haven’s troubles 
have attracted wide attention. 


Railroad operations for year ended June, 
1913, showed a decrease in ratio of trans- 
eee expenses to gross earnings from 

8 per cent. to 35.2 per cent. Evidently 
the roads are still able to run, in spite of 
increase in wages and other costs. 


Copper situation continues strong, with 
price of the metal firm and stocks unprece- 
dentedly low. Strikes are interfering with 
roduction and consumptive demands are 
ully up to normal. The situation certainly 
contains the possibilities of still higher 
metal prices. 


Sale of Interborough Rapid Transit bonds 
shows a somewhat better supply of capital 
for investment. Only a small part of the 
issue was left for the underwriters to take. 
Even a small improvement in this respect 
is welcome. 


Unfavorable 


DVANCE in Bank of England rate 
A from 4% per cent.. to 5 per cent. 
was due in part to seasonal con- 
ditions, as the rate is usually higher in the 
fall than in the summer, but it had been 
hoped that any advance this year might be 
avoided. 

The Balkan pot is still hissing and bub- 
bling, and the powers are having trouble 
in keeping the cover on it. This may have 
influenced the rise in the bank rate. How- 
ever, the Balkan nations are now so 
exhausted that further war-like efforts must 
be feeble. 


Railroad earnings are making a rather 
poor showing, in both gross and net, espe- 
cially the latter. The idle car surplus also 
indicates only a moderate movement of 
traffic. 

Trust prosecutions are to be pushed more 
vigorously by Attorney-General McRey- 
nolds. Southern Pacific is marked for an 
early victim. 

Conditions in the steel trade cannot be 
considered bullish, although a fair volume 
of business continues to be done. Unfilled 
orders are still falling off, though slowly. 

The Mexican mix-up is bad for all com- 
panies doing business in that country, and 
has an unfavorable effect on sentiment. But 
doubtless President Wilson may be trusted 
to prevent this country from becoming 
actively embroiled in the various Mexican 
disputes. 

uilding operations throughout the coun- 
try are running about 25 per.cent. under 
last year, and real estate is dull everywhere. 
Immediate prospects in this line appear un- 
satisfactory. . 

Commercial failures are running large. 
For first nine months of 1913 liabilities were 
largest for thirty years, with exceptions of 
1908, 1896 and 1893. 

The crop conditions for the year form an 
underlying element which constantly works 
against improvement. Crops as a whole 
were nearly 10 per cent. below normal. 
Higher prices may make up the loss to the 
farmers, but if so they increase costs to 
consumers. 

Railroad rate reductions by the States. 
since the Minnesota Rate Decision was 
handed down, have been more numerous 
than is generally appreciated. Note com- 
ments by Receiver Delano of the Wabash, 
in the “Investment Digest” in this issue. 











Essential Statistics Boiled Down 


r [ ‘HE figures below give a complete | comparisons for the et 6 md month 











view of the financial and industrial | (or nearest month obtainable) each of 
situation, with the best available | the four preceding years. 





Average Average Per Cent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European NewYork New York All All First of 

Commer- Banks Clearing- Clearing- National National Month. 

cial Paper house house Banks. 

New York. Banks. Banks. 


October, 5% J 101.1 
September, 6 ; 100.8 
August, 1913 6 . 99.3 
October, 1912 6 . 1 

44 . 

5% , > 1 

5 f 


KEELES 
RBASRSS 





Bank Balance of Balance of 
Clearings Gold Trade 
ties Listed Bank of U.S. Movements Imps. or 
N.Y.Stock  Cleari Excluding © —Importsor Exports 
Exchange of U. N. Y. City. Exports. (000 omitted) 
aie omitted) (000 omitted) (O00 omitted) (000 omitted) 
September, 1913.. Paes $13,423,032 $5,967,114 
August, $38,085 12,374,139 5,611,944 
September, 1912.... p 13,076,665 5,643,819 . 
si 1911.... 36, 12,606,056 5,421,077 Im. 
2 1910.... 71,824 11,395,370 5,164,355 Im. 
x 1909.... 119,931 13,542,069 5,063,692 Ex. 





. U.S. 
Bradst’s English Whole- Produc’n Priceof Produc- U. S. St’l 
Index of Indexof sale of Iron Electro.tion of Cop- Co. Unfill. 
Commod- Commod- Priceof (Tons.) Copper per (Lbs.) Tonnage 
ity Pes. ity Pes. Pig Iron. (000 o0’td. t) (Cents.) (000 o’td.) —_ td.) T 


October, 1913 . 2,714 $14.25 . 
September, . 2,693 14.25 . 131 000 
August, 1913 . 2,689 14.06 i / 131,000 
October, 1912 . 2,740 16.80 . A 1 
7 1911 . 2,593 13.25 , : 115,000* 
2,418 14.25 ' 119,000* 
2,258 17.88 i 118,000* 


*September. {Figures are for last day of mo. 





Crop Conditions. 
Net Building Business 
Surplus Operations, ———————oo0 
of Idle otal Spring 
Cars. Cities. iabilities. Wheat. Corn. 
October, 1913 winbd 
eng 1913... 58,306 856, $19,229,279 75.3 
August, 5 259, 21,935,467 74.1 
October, ita 79* , 19,464,440+ 8 
911 5,897 14,412,902+ 7 
15,039,712+ 1 
9,670,329F of 


*Shortage. September. 











The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








INCE last month’s review was writ- 
S ten, the stock market has suffered 
an almost - uninterrupted decline, 
bringing the general level of railroad stocks 
back nearly to the low point of last June. 
The industrials have been relatively 
stronger, due in part to the firmness of cop- 
per metal, which has operated to cause 
quick recoveries in the copper stocks when 
dragged down by the weakness of the gen- 


eral market. 
* . * 


OREIGN conditions may as_ well 


come in for first consideration, as Eu- 
rope has for a year past been the real storm 
center of financial trouble. 

Reports of acutely strained relations be- 
tween Greece and Turkey, possibilities of a 
union of Turkey and Bulgaria against 
Greece, and guerrilla warfare between the 


Albanians and the Greeks and Servians 
have served to keep alive the uneasiness of 
European investors and to retard the re- 
turn of hoarded money to the normal chan- 
nels of trade. 

Also most of the permanent financing of 
the Balkan War still remains to be done. 
Paris has assumed the burden of these 
loans, but capital for the purpose must be 
drawn from all available sources, London 
as well as the Continent. 

Depression of trade is beginning to make 
itself felt pretty generally among European 
nations, the natural reaction from the ac- 
tivity that has prevailed there for several 
years. That activity was undoubtedly pro- 
longed by the big expenditures of borrowed 
money in preparation for the Balkan War 
and in general increases in armament by all 
the great powers. 

. * * 


HE increase in the Bank of England 
rate from 4% per cent. to 5 per cent. 
was the direct means by which the Eu- 
ropean situation exerted the most effective 
influence on the American markets. In our 
department “Current Financial Opinion” 
this month will be found an interesting ex- 
planation of the reasons why bankers and 


the whole financial world pay so much at- 
tention to the Bank of England rate as an 
index of the world’s market for capital. A 
5 per cent. rate is usually regarded as a 
warning signal all over the world. 

A fact not generally understood is that 
this advance of % per cent. in the rate is 
less than the usual advance at this season 
of the year. The world’s crop moving re- 
quirements nearly always bring about an 
advance in the rate in the Fall months. The 
rate of 5 per cent. now is not relatively as 
high as the rate of 4% per cent. was last 
summer, for the normal seasonal advance 
would have been more than % per cent. 

If we take a non-seasonal average of the 
three principal bank rates—London, Paris 
and Berlin—we find a decline in that aver- 
age of a little over % per cent. since July, 
the effect of the seasonal correction being 
more than sufficient to counterbalance the 
increase in the Bank of England rate. 

It cannot be said, therefore, that the rise 
to a 5 per cent. rate has any important 
bearish significance, but if a further advance 
to 6 per cent. should occur, as some are pre- 
dicting, it would have to be accepted as a 
genuine danger signal. 

+ . * 
E Bank of England’s financial position 
does not warrant any higher rate than 
now exists. If the rate is raised further, it 
will be the result of political conditions, not 
strictly financial. 

It is true that the bank’s gold holdings are 
the lowest for this season of the year since 
1907. But on the other hand, so great has 
been the contraction of loans abroad that 
the ratio of reserve to liabilities—which is 
the real test of strength—is the highest for 
the season that has been seen for many 
years, with the exceptions of 1904, 1894 and 
1895. 

Berlin also has achieved important re- 
trenchments and has increased its stock of 
gold. Paris is in a weaker position; but 
Europe as a whole is not now overextended 
financially. It is, however, suffering from a 
lack of capital for new investment, which is 
the unavoidable result of the enormous 
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waste of war and armaments, and the accu- 
mulation of new capital must necessarily be 
a slow process. 

7 + 7 


ONDITIONS in America are much 
better than in Europe so far as strict- 
ly financial considerations are concerned, 
but important political changes in tariff and 
currency and the Government’s attitude of 
opposition toward the big business combi- 
nations all tend to create a feeling of un- 
certainty in the minds of business men. 

A number of cheering indications are vis- 
ible in those conditions which directly af- 
fect the security markets. The comparative 
success of the offering of Interboro Rapid 
Transit bonds, for example, shows that our 
supplies of capital are a little better than 
they were a few months ago. Nearly all of 
the bonds were successfully placed with in- 
vestors in a few days. Of course in a time 
of real abundance of capital the issue would 
have been over-subscribed. Nevertheless, 
some improvement is shown. 


T= rate for commercial paper has eased 

off fully % per cent. in the leading 
financial centers. This amount of decline 
is not important in itself, but assumes im- 
portance because it comes just at the season 
when an advance of about 1 per cent. would 
be the natural and customary thing to ex- 
pect. For this reason the decline of % per 
cent. is actually equivalent to about 1% per 
cent. when seasonal deviations are allowed 
for. 

This, again, is cheering not because of 
the absolute rate, which is still rather high, 
but because the tendency appears to be in 
the right direction. Our commercial paper 
rate is the nearest approach we have to the 
official discount rates of the big foreign 
banks, hence it is worthy of careful atten- 
tion. 

* 7 . 


SLIGHT upward tendency in com- 
modity prices is noticeable, the re- 
covery having amounted to about one-third 
of the decline which set in witli January of 
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this year. If this upward movement could 
be counted on to continue it would be very 
helpful to general business conditions; but 
unfortunately it is in part due to the small 
crops for the year, which are in themselves 
an unfavorable feature. 

My own feeling is that the rally in com- 
modity prices will prove to be temporary, 
though I don’t look for any extreme de- 
cline. As for commercial paper, it generally 
gets down to a 4 per cent. basis before we 
are ready for any real business expansion. 
Even that rate does not, of course, assure 
immediate prosperity; but it does remove 
one very important difficulty by enabling 
business men to borrow money at a low 
rate. This gives other favorable factors a 
chance to have some effect, and the event- 
ual result is better business conditions. 

* * * 

I Koes graphic of New York bank condi- 

tions included in this department 
shows a material improvement over last 
month. A slight excess of deposits over 
loans (on a non-seasonal basis, not includ- 
ing trust companies) is now shown. The 
gain is not yet sufficient to indicate any 
very large accumulation of capital for in- 
vestment, but as with commercial paper the 
tendency is in the right direction. The rise 
in reserves is less important, but is satis- 
factory so far as its influence goes. 

Such accumulation of capital as has taken 
place is chiefly due to the downward trend 
in business activity, which is slowly releas- 
ing capital from general business uses, and 
to our relatively small crops, which require 
less money to move than would a yield of 
normal size. The funds placed in the South 
and West by the Treasury Department 
have also had some effect in lessening the 
demands on New York for crop-moving 
money, just how much it is difficult to es- 
timate. 

. * * 

Witt this improvement continue? As 

is well known, an accumulation of 
idle money after January 1 is to be expect- 
ed in normal times. The present time has 
some abnormal features. For one thing, 
the Treasury money deposited to assist 
crop-moving is to be gradually withdrawn 
after its purpose is served. This will tend 
to decrease the accumulation of cash at 
New York. 

Then we are more dependent on Eu- 
ropean conditions than usual. Big demands 


for capital there may result in retarding the 
flow of gold to this country which our 
strong foreign trade position would usually 
bring. 

In spite of these drawbacks, however, it 
seems to me that we may reasonably look 
for further improvement in the supply of 
capital available for the use of investment 
markets. 

* 7 + 

E are turning the corner, slowly but, 
I believe, surely. Good bonds, after 
having rallied about two points from the 
bottom, have now lost half of that advance. 
It seems to me to be time to buy them. 
They have probably seen practically their 
low point, and the general tendency of bond 

prices should be upward for some time. 

It is to be borne in mind that bonds are 
at the bottom when financial conditions 
look the darkest, so the investor must have 
the courage to buy them without waiting for 
the situation to show marked and general 
improvement. When that time comes, 
bonds will already be too high to afford 
genuine bargains. 

* . * 

ENERAL BUSINESS will doubtless 
be somewhat depressed during the 
first half of 1914, at any rate, and perhaps 
longer. The extent and duration of the 
depression will depend on future conditions, 
many of which no one can foresee. But we 
can at least say with some assurance that 

the present tendency is downward. 

+ * + 

TOCKS occupy an intermediate posi- 
tion between bonds and general busi- 
ness. They will be benefited by any in- 
crease in the supply of capital for invest- 
ment, but injured by business depression. 
I think, however, that the investor should 
now stand ready to pick up some of the 
best issues, on which earnings show a lib- 
eral excess over dividend requirements, 
with the idea of laying them away and for- 
getting about them until conditions are 
much better and prices considerably higher. 

A good deal of discrimination will be 
needed, in view of the possible effects of 
the tariff, rate regulation and Government 
prosecutions, on numerous corporations. 
Stocks should be selected which are as free 
as possible from these troubles, or else are 
low enough in price to have discounted the 
worst that is likely to happen. Even such 
stocks should be bought only on declines. 











